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IT PLACES 87 KWH. ON YOUR LINE 


Practically everybody drinks coffee! And ick - 
SILEX makes better coffee! That's why 
SILEX is a load-building opportunity for 

you... it's in demand ... and it adds 

87 K.W.H. to your load! (97 K.W.H. 

with an electric Anyheet Control!) 

Watch your load climb ... when you 

sell more through promotions and 

displays. 


The Silex Co. Dept. UP-5 Hartford, Conn. 
Creators of the Glass Coffee Maker Industry 
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Leading Gas Authorities Recommend 


BARBER BURNERS 


Men experienced in the sales and servicing of gas appliances 

know that the burner is the heart of the appliance. For 

many years Barber Burners have enjoyed wide approval 

from gas companies the country over. In addition to the 

popular and efficient Barber Conversion Burner for furnaces 
and boilers, Barber Units are used as standard equipment by scores of 
leading manufacturers, for heating and air conditioning equipment, 
water heaters, and numerous commercial and industrial appliances. 
Barber Burners give perfect combustion on Natural, Manufactured, 
Mixed, or Butane-Propane Gas. 


The public, as well as the trade, has found that gas burning appliances 
which are Barber-equipped sell better and perform better. On appli- 
ances which you sponsor, be sure that the all-important element, the 


BURNER, bears the name Barber. 


@ Barber Gas Conversion Burn- 
ers, with a direct, perfectly con- 
trolled flame of 1900° tempera- 
ture on atmospheric pressure, 
thoroughly “scrub” the walls of 
the fire box. Listed in A.G.A. 
Directory of Approved Appli- 
ances. Write for catalog and 
price list on Conversion Burners, 
Appliance Burners and Regu- 
lators. 


Installed in Square Type 
Insiaueu sn ound Furnace Boiler. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


© BARBER SZxvs BURNERS e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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You thread 
4 sizes of pipe 


with this powerful new 


Fel cll  No.65R 


Breaks or Distorts we 
ill replace it Free 


N° MORE bother and delay ( 
Vea changing dies to thread 
1“, 14%", 1¥2" and 2” pipe— 
this new RIGAID threads 
’em all accurately with one 
set. Asimple shift of the tool 
does it. Besides, the new mis- 
take-proof workholders set 
to size quickly, tighten one 
pipe screw—no bushings 
needed. Take 2” couplings 
for 2" close nipples. And 
they’re all-steel malleable- 
alloy, with drop forged hard- 
ened tool-steel cam plates. 


For a smooth-working 
long-service threader, buy 
RIEAID No. 65Rs at your 
Supply Store. . . THE RIDGE 
TOOL COMPANY, ELYRIA,O. 








ELEE.LD PIPE TOOLS - 
In use all over the world 
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s long as the so-called “power issue” in the 
Northwest was drawn clearly between 
public ownership and privately owned utili- 
ties, the politicians had a fairly easy time of 
it, rallying the voters to this standard or that 
standard. But with private utility ownership 
beating a strategic retreat to a few well- 
chosen strongholds, and with local public 
ownership proponents looking askance at the 
Federal government and vice versa, a “tri- 
angle” has developed which will call upon all 
the:statesmanship and resourcefulness of those 
concerned to dissolve without waste and 
acrimony. 


In this issue Kinsey M. Ropinson, presi- 
dent of the Washington Water Power Com- 
pany,.suggests a plan for codperation among 
the government, existing municipal electric 
systems, public utility districts, and the private 
power companies for handling energy from 
Bonneville and Grand Coulee. Mr. Rostnson’s 
company operates principally in Spokane, 
Washington, where the public ownership 
movement suffered an election loss last month. 


Mr. Rostnson’s record as an efficient utility 
operator is evidenced by the fact that the 
Idaho Power Company, of which he was 





©Johnson & Son 
KINSEY M. ROBINSON 


Codperation and fair play are needed ta solve 
the Northwest power problems. 


(SEE Pace 643) 
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T. N. SANDIFER 


Sleepy Santee-Cooper rivers have been called 
to the colors. 


(SEE Pace 664) 


president last year, won the Coffin award—a 
national water-heating award. Mr. Ropinson 
will also be recalled as the principal speaker 
on national defense needs at the 1940 annual 
Edison Electric Institute convention. After 
all, public ownership and private ownership 
have lain down together peacefully in many 
European countries for many years. Just why 
they have to go on fighting in America has 
become a puzzle to real students of industrial 
history here and abroad. 


¥ 


DVOCATES as well as critics of public river 

development projects often overlook a 
distinction between such developments: (1) 
those which attempt to restore Nature’s “bal- 
ance” or even increase the arable land area, 
and (2) those which are primarily designed to 
create some quasi commercial advantage. Of 
course, in this day of multiple projects, we 
rarely see any clean-cut line of demarcation. 
Yet, in a general way, flood-control and rec- 
lamation projects would fall in the first group, 
while power development and navigation im- 
provement would fall in the second. 


For example, in the governmentally spon- 
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_. fee} ELECTRIC HEATING UNITS 


(SON 


aker | A i And he will be happier still when he discovers how 
—_ i simple it is to hook in small, individual electrically 


rship Be heated boilers in process applications or supply elec- 


nany 
why 
_ has 
strial 


tric heat direct. Units located close to the job they 
serve are efficient and eliminate steam piping. Best of 
all, they build electric power load, profitable load, too, 

—— mostly in off-peak periods. Get set to assist your in- 
LECTRIC STEAM GENERATOR dustrial customers in a way they will never forget. 
sing Chromalox immersion heaters. 


allehie in varient sts, teow 3 Write for the Chromalox Book of Electric Heat. 
0 300 Ib. steam. Supplied complete 


ith automatic control. Vertical 
orizontal types. A typical ws A E D WwW I N L * W I E G A N D Cc Oo M PA NY 


ion of Chromalox electric heating P 
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8 PAGES WITH THE 


sored moving picture, “The River,” we saw 
how the white man’s reckless lumber and agri- 
cultural operations stripped our country’s soil 
of its protecting cover and brought upon us 
the woes of erosion, periodic floods, and silted 
rivers. This was not all waste, of course. The 
lumber went into homes for millions of people 
and made the nation what it is today. The 
agricultural products helped to feed these mil- 
lions. 


3uT now that America is settied and con- 
struction methods have changed and our low- 
ering population curve indicates less demand 
on our forests in the future, we can, and no 
doubt should, take steps to pay Mother Nature 
back for the bounty we borrowed. It is, in a 
sense, the discharging of an obligation towards 
the heritage of the unborn. These steps in- 
clude such programs as reforestation, soil ero- 
sion control, flood control, and, reclamation 
projects (which actually increase the protect- 
ing cover of Mother Nature upon the bald sur- 
face of the arid West). 


¥ 


N the other category there is the St. Law- 
I rence navigation-power proposal. The 
Brookings Institution in 1929 estimated that 
three double tracks of freight railroads could 
be constructed between Chicago and Boston 
for the cost of the St. Lawrence seaway. And 
this new hypothetical railroad, which is ob- 
viously not needed, could handle thirty times 
the freight that the half-year icebound water 
route would bear—quicker, cheaper, and all the 
year round. 


VIEWED in this light, the St. Lawrence pro- 
posal is not primarily to restore Nature’s bal- 
ance but to create a new commercial situation 





ROYDEN STEWART 


Rural electrification really “got going” in the 
twenttes. 


(See Pace 651) 
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EDITORS (Continued) 


which may or may not be economically justi- 
fied. Indeed, the cutting of deep waterway 
channels in the St. Lawrence is a rearrange- 
ment of the natural water flow which would 
require continued and expensive dredging to 
maintain. _The only point in making this dis- 
tinction is that the projects which are pre- 
dominantly of the first category may fairly 
have their merits judged on the basis of con- 
servation. Those of the second group should 
be justified on the basis of the balance of 
economic factors—such as a determination of 
whether the new type of enterprise is needed 
and, if so, whether that need could be filled by 
a cheaper substitute. 


Tuis leaves out the ubiquitous “national de- 
fense” argument. But that argument has been 
spread out so indiscriminately over virtually 
every spending proposal before Congress that 
it is hard to say, except in the case of direct 
military expenditures, just when it has any 
validity. 


Or course, a public project, such as one 
primarily designed to generate power, can be 
tied so tightly to the nation’s defense effort 
that it clearly becomes an integral part thereof. 
An attempt is being’made to do this in the new- 
ly developing Santee-Cooper project in South 
Carolina. In this area, a vast concentration 
of training facilities for Uncle Sam’s mighty 
new Army is taking place. Whether, in the ab- 
sence of the expensive Santee-Cooper project, 
electric power could be furnished by other 
means as cheaply and as dependably will con- 
tinue to be a debatable question for some time. 


THE fact remains that Santee-Cooper is now 
being mobilized for active duty—probably 
more so than a number of other public power 
projects which have been assiduously cul- 
tivating a protective coloration of national de- 
fense. In this issue, T. N. SANDIFER, veteran 
Washington newspaper correspondent, gives us 
a description of what is taking place in the 
hitherto quiet swamp lands of the sluggish 
Santee and Congaree rivers. 


¥ 


LsO in this issue is the second of a series 
Ass articles on the progress of rural elec- 
trification in the United States. The author, 
Roypen Stewart, is an Oklahoman who has 
been living in New York the past four years. 
Until recently he was an associate editor and 
staff writer for the Edison Electric Institute. 
His fiction and articles have appeared in The 
American Mercury, Liberty, and other maga- 
zines and newspapers. 


THE next number of this magazine will be 
out June 5th. 
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> Feature-for-Feature, Rem 
ington’s Model Seventeen rates 
the highest T. Q. over all other 
makes by nearly 3 to 1! No 

doubt that this machine is the 
most efficient standard type- 
writer made. It will do more 
things and do them swifter, al- 
ways maintaining the highest 
printwork values obtainable. 

When typists begin on this new 
marvel they undergo a series of 
thrilling experiences from the 
moment they touch the keys. The 
Seventeen is regulated to their 
touch with Touch Regulator for 
completely personalized typing. 
From the Jam Trip Lever for re- 
Typewriter 
Division 


AANA RRR SRNR 
THIS REMINGTON MODEL SEVENTEEN RATES A TOP T.Q° FOR HAVING 


“MORE EXCLUSIVE FEATURES THAN ON ALL OTHER TYPEWRITERS COMBINED! 








leasing collided keys to Light- 
est Carriage to Return, Page End 
Indicator, Plastic Keys, Light 
Toggle—Action Segment Shift, and 
many other of thirty-three en-— 
tirely exclusive features, in- 
creased efficiency will result 
from a minimum amount of effort. 
Our nearest representative will 
gladly arrange for a free demon-— 
stration at your call. For your 
typist’s sake get in touch with 
him now. To see and to operate 
is to know the tremendous bene- 
fits this latest Remington 
Standard typewriter. ..Model 
Seventeen...can bring your or- 
ganization. 








Remington Rand Inc. 


TYPEWRITER QUOTIENT Read about “Lucky Lucy” and her Model Seventeen. This Book 





is yours for the asking and contains the T. Q. Quiz and what 
to consider when buying a typewriter. Write to Remington 
Rand Inc, Typewriter Division, Dept. 17-T. Q, Buffalo, N. Y. 
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Another Example of VULCAN | 
VERSATILITY 


in Soot Blower Design 





Vulean unit makes notable 

4 year record in latest design, 
twin furnace Foster Wheeler 
steam generator installation 

at Oil City, Pa., station of the 
Keystone Public Service Company, 


operating on fuel relatively high 





in ash having a low fusion point. 
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julcan unit in twin-furnace Foster Wheeler steam 
generator completes 4 years’ service with NO TROUBLE 
ND NO MAINTENANCE. 

... This despite unusual problems presented by 
hovel boiler and furnace design. 

... As the drawing shows it was impracticable to 
install soot blowers from the front of the boiler as the 
nace construction precluded installation of con- 
entional type of elements and bearings to provide 
necessary protection and support. 

... Hence, entry was made at the back necessitating 
rarrying the elements a distance of about 26 ft., through 
he ‘ed and boiler tube banks to the super- 
neater. 

... Passage through high temperature, intermediate 
tmperature and relatively low temperature zones, 
lus the factor of exceptional length, greatly compli- 
ated the problems of securing adequate thermal pro- 
ection, dependable ‘support, and at the same time 
ovide for expansion and contraction without danger 
f cutting tubes. 


Solution was found by using HyVULoy element 


section for the high temperature area, VULcrom ele- 
ment for the intermediate, with the balance steel; and 
providing specially designed bearings to hold the 
members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where it could be taken up by a suitable expan- 
sion joint. 

... Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers inspected the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 
—And—vULCAN SOOT BLOWERS WERE SPECIFIED when 
a duplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 

. .. Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engineers can successfully 
salve any soot blower installation and anger 3 na 
lem involved. We invite your consideration of Vulcan 
service with respect to any soot blower need. 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MONTAIGNE 





“Dissipation is not defense.” 


¥ 


“Subsidies are, in a sense, stilis. You cannot stand stil] 
on stilts.” 


¥ 


“What is the statute of limitations upon the obligations 
of political platforms?” 


¥y 


“ 


. differences of opinion among lawyers are what 
keep the legal profession alive.” 


“Tn every department of our [gas] bus‘ness the s‘atistics 
for 1940 make pleasant reading.” 


@ 


“Defense is not a Democratic party program; to be 
successful it must be the program of all the people.” 


¥ 


“There is not much else happening in this country at 
this hour excep‘ing national defense activities.” 


* 


“The Hoover [Boulder] dam project didn’t require the 
establishment of a special Colorado River Authority.” 


¥ 


“Design for dying? SEC strategy revealed in integrat- 
ing of UGI properties seems to indicate that ‘death sen- 
tence’ means just that.” 


¥ 


“The chief ‘forgotten man’ in recent years in the United 
States has been the investor, and the principal ‘forgotten 
corporation’ has been the utility.” : 


¥ 


“We attempt to account for things in this world every 
time the earth makes that lonesome trip around the sun. 
And there is no easy way to demonstrate how much plant 
cost should be assigned to revenues during one of these 
journeys.” 


12 
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--- are vital to 


TODAY'S PRODUCTION 


Today, when busy executives must make quick and 

New and Timely sound decisions, new Burroughs machines furnish 
Information on These essential information and reports while they are news, 
Subjects Now Available not history—calculate earnings and keep records that 
Yours for the Asking insure prompt payment of personnel—provide figures 
that regulate the flow of materials and parts to the 

MATERIAL CONTROL . . 
COST RECORDS. . . - 
PAYROLL RECORDS. 


EARNINGS CALCULATION — 
AND ACCRUAL ' 


PURCHASE AND PAYMENT 
RECORDS . © 4. 


EXPENSE DISTRIBUTION 
STATISTICS 
BUDGETARY CONTROL 


tN Todays 
== Burroughs 


DOES THE WORK IN LESS TIME » WITH LESS EFFORT + AT LESS COST 


scheduled rate of production. 


Let Burroughs assist you in finding the easier, faster 
way. Burroughs representatives offer a vast fund of 
experience and technical knowledge of machines, 
applications and procedures. Call Burroughs today. 


BURROUGHS ADDING MACHINE COMPANY 
6478 Second Avenue, Detroit, Michigan 


Mocco oO uuo 
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“There can be no just effective system of [railroad] 
regulation where a substantial part of the carriers are un- 
regulated and free to follow their own desires as to their 
methods of competition.” 


¥ 


“Certain harsh judgments passed upon the public press 
by persons high in the present government at Washington 
warrant our being doubly on guard in this era of war 
psychosis, mass hysteria, and contagious totalitarianism.’ 


» 


¥ 


“To treat administrative procedure as a phenomenon of 
the fourth decade of the twentieth century, an invention 
of perverse and radical theorists, is to miss the place of 
the institution in our governmental process altogether.” 


¥ 


“T think that investigations are healthy things. I have 
served here [U. S. Congress] nearly twenty-eight years 
and I have never voted against an investigation because I 
want all the knowledge and all the information on any sub- 
ject, because it always enables Congress the better to 
legislate.” 


¥ 


“By a neat legalistic whittling-down process which does 
abundant credit to its attorneys, the FCC during the last 
few years has ensconced itself as practically omnipotent in 
broadcast regulation. An appeal from an FCC decision, 
no matter what its nature, now is little more than a for- 
lorn hope.” 


¥ 


“Why grow eloquent in behalf of the democracies, so- 
called, of the Old World, while Stalin’s emissaries 
threughout the country and fourteen business agents of 
the AF of L here in Washington defy the Navy, hurl 
challenge at the Army, and successfully stop work on 
government projects ?” 


¥ 


“Because the petroleum industry continually has kept 
itself in condition for service of its ultimate consumers, 
we are in a state of complete preparedness. There 
are no bottle necks in the petroleum industry. With- 
out government subsidy and without special favors or 
inducements from the government, we can supply what 
has come to be the very life blood of military and naval 
operation.” 


5 


“No American will object to the defense needs of 
America, but honest and sincere opposition must be un- 
afraid to express its protest against projects unsound 
and objectionable and whose proponents adopt the mas- 
querade of national defense. That opposition must be 
vigorous until those projects have been proven by fact- 
finding bodies and not by rhetoric to be an essential part 
of the necessary defense of America.” 
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’ METAL ENCLOSED BUS 


R&IE bus provides individual housings not strength members. These housings 

for each conductor with air space be- can be gasketed to keep out dirt and 

tween-thus preventing interphase shorts moisture. 

and limiting any trouble to ground faults. : 

The air space also promotes cooling. R&IE bus can be mounted on floor, wall, 
or ceiling and is readily fitted to a struct- 

R&IE bus provides ample strength to ural steel mounting. 

resist short circuit stresses. These ; ‘ 

stresses are taken by the mounting R&IE bus can be installed, aligned, ' 

frames in which the insulators are sub- adjusted and tested, and then the hous- 

jected to compression loading only. ings put on. Conversely the housings I 
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can be taken off for inspection by re- . / 
R&IE bus covers are housings only and moving a minimum number of bolts. \ Bo 
R&IE bus can compete in price and in i 
low cost of erection with any other type f xX 
of bus structure and also give the above ’ 
distinct advantages. 


RAILWAY ano INDUSTRIAL ENGINEERING CO. 
GREENSBURG, PA. . . In Canada, Eastern Power Devices, Ltd., Toronto 
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SPRAGUE COMBINATION METER-REGULATOR 





LATEST ACHIEVEMENT 
IN 

GAS MEASUREMENT AND 

CONTROL. 


For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 



































DAVEY TREE TRIMMING SERVICE 


1846 1923 





JOHN VAVEY 


Founder of Tree Surgery 


New Spring Tree Growth 


@ An Immediate Problem 
e@ A Threat to Service 
e@ A Task for Experts 
e@ A Job for Davey Men 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 

















Wilson, Herring and Eufsler’s 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


N analysis of the nature, extent, and problems of 

public utility regulation in the United States, 
with emphasis upon the expanding role of the Federal 
Government in the regulation of public utilities, its 
activities in undertaking power projects and pro- 
moting rural electrification, and the issues involved 
in governmental ownerships. The well-rounded treat 
ment and critical viewpoint will be of aid to all who 
are interested in evaluating the present status of 
public utility regulation, its strengths, weaknesses, and 
significance for privately-owned industry. 


*. 


Order from 


Public Utilities Reports, Inc. 


Munsey Bidg. Washington, D. ©. 
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A FULL INCH THICK ———3 \ 


HEAVY, GALVANIZED SHEET METAL JACKET —, 
EHRE F > | a a HIGH-MELTING-POINT ASPHALT \ 


CANVAS JACKETED 
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EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE + PENNSYLVANIA 





HE long lengths and light weight of 

Transite Ducts make assembly easy, 
fast and economical, even when unskilled 
crews are used. Transite Conduit is g9 
strong it needs no concrete envelope . .. 
substantially reduces installed costs, par- 
ticularly where a small number of ducts 
per trench is involved. 


Transite Korduct, for use in concrete, 
makes further savings because its long 
lengths mean fewer spacers, fewer joints 
to make up. Due to its asbestos-cement 
composition, it requires less concrete sepa- 
ration for equivalent heat dissipation and 
fire protection between cables. For de- 
tails, write for brochure DS-410. Johns- 
Manville, 22 E. 40th St., New York, N.Y. 


FAST, ECONOMICAL INSTALLATION is - ; oe 

assured because of the long lengths and i feo Conduit’s 
light weight of Transite Ducts. Han- nsite to the 
dling and assembly are simple and 

easy ... lining up is rapid and accu- 

rate. And when installed underground, 

Transite Conduit eliminates all the 

expense of a concrete casing . . . holds 

its true form under sustained earth 

loads and traffic pressure. sycations- 


rere 


FOR 
EFFICIENT, 
LOW-COST 


5 ER vi cE, TRANSITE CONDUIT... For TRANSITE KORDUCT ... For instal 

useunderground without lationinconcrete. Thinner walled, 
5 P & C | F y. e. a concrete envelope and _lower priced, but otherwise idene 
sar ropes ogee for exposed locations. tical with Transite Conduit. 
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HE Natural Gas Industry, with an 

increased volume of approximately 
10% for 1940 over 1939, faces a sub- 
stantially higher percentage of increase 
during 1941. Accelerated residential 
construction, commercial applications 
and the industrial beehive induced by 
the National Defense Program all point 
to one of the greatest periods of pro- 
ductivity and expansion the Natural 
Gas Industry has ever known. 

Much of this increased load can be 
directly attributed to the workings of 
science. The necessities of industry 
are furthering the interests of Natural 











Industry. Here at the Pittsburgh 
Equitable Meter Company our engi- 
neering staff and research laboratories 
are constantly at work developing, de- 
signing, improving the products that 
bear the EMCO trade name. Additional 
benefits from the realm of purely 
scientific endeavor are provided by our 
meter fellowship at a world renowned 
scientific institute. 


In the Natural Gas Industry, 
tomorrow's problems involving longer 
lines, higher pressures and heavier 
loads are now being studied. In EMCO 
laboratories and on EMCO drawing 


eo Gas by developing new applications boards are now being evolved the 
— and uses. measurement and control equipment 
* oe The alert equipment manufacturer which will be needed to serve the ex- 












must keep step with the demands of the 





panding demands of this great industry. 


PITTSBURGH EQUITABLE METER COMPANY 


MERCO NORDSTROM VALVE CO 


NEWYORK BUFFALO PHILADELPHIA <> 
KANSAS CITY TULSA LOS ANGELES 


Py ae V/s * 
Vriasn ( iyices PITTSBURGH, PA 
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DES MOINES CHICAGO - COLUMBIA 
MEMPHIS OAKLAND HOUSTON 


LRAPFIOMANOMIPF 


IN A 


THE M 
x RMOSTAT ve 
MERCQOID 























There is no mystery in the growing acceptance of the 
Mercoid Sensatherm. It can be accounted for in the recog- 
nition throughout the heating industry that here is a 
thermostat whose built-in qualities fit it for the field it 
serves. @ The Sensatherm is of small mass. We build 
it that way to meet the requirements of sensitivity. Thus it 
responds quickly to the true room temperature changes. 
No artificial stimulant is necessary. Its own accuracy as a 
heating system pilot is a matter of record to everyone 
who is familiar with this outstanding instrument. 

THE HEART OF THE SENSATHERM Beneath the cover is the 
Mercoid magnetic switch, an all important and exclusive feature found 
in no other room thermostat. The circuit is made and broken within a 
hermetically sealed glass tube—see illustration. The operation is not 
affected by dust, dirt or corrosion—common causes for heating dis- 
comfort and service calls. 


Send for new Mercoid calalog now available. You will need it for the information it contains. 


THE MERCOID CORPORATION + 4233 BELMONT AVE. * CHICAGO, ILL. 
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A Team draws 
INOTe 


W vex we tell a Pittco Store front customer “Modern 
lighting will also help your business”, we’re trying to be 
sure that he gets the best possible modernization job, com- 
plete in every detail. 


Your store lighting and our store fronts together make 
a team—one that draws more business and profits to the 
store than either member of the team can draw alone. 


So mention store front modernization to your customers 
as we mention store lighting to ours. And when you do, 
suggest Pittco Store Fronts, the leader in the field. 


ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 
"PUTSBURGH stands for Duality Glass and Crint 
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NINTH ANNUAL CONVENTION 


of the 


EDISON ELECTRIC INSTITUTE 


June 2, 3, 4 and 5, 1941 


BUFFALO, NEW YORK 


Registration: Monday, June 2nd, 9:30 A. M., Hotel Statler. 
Tuesday, June 3rd, Wednesday, June 4th and Thursday, June 5th, 
8:30 A. M., Kleinhans Music Hall. 


Schedule of Events 
GENERAL SESSIONS 


Kleinhans Music Hall 


Tuesday morning, June 3rd, 9:30 Wednesday morning, June 4th, 
0:00 


Tuesday afternoon, June 3rd, 2:00 
Thursday morning, June 5th, 9:45 


SOCIAL EVENTS 
Dancing Bus Trip 


banervteied me eee Soe Visit to Niagara Falls and Tea at 
Monday evening, June 2nd, 9:00 Niagara Falls Country Club 


Informal Gathering of all Delegates 
Terrace Room—Statler Hotel 
Tuesday afternoon, June 3rd, 4-7 


Wednesday afternoon, June 3rd, 
:30 


Luncheon-Meeting 
Concert 


Kleinhans Music Hall Ballroom—Statler Hotel 
Tuesday evening, June 3rd, 9:15 Thursday, June 5, 1:00 P. M. 


y “ee ee 
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@ Whatever the demands of the gas in- 

dustry may be, Connelly is equipped to 

meet them. With our new laboratory for 
scientific testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, Reg- 
ulators, Back Pressure Valves and other equipment for gas 
purification and control, Connelly is at your service, ready for 
any emergency. 


Under the able management of Mr. A. L. Smyly, pioneer in 
gas purification and pressure regulation, this organization 
has continued [its ‘leadership in the field, and the fact that 
Connelly products are standard in hundreds of the leading 
gas plants of the country is indicative of the service rendered. 


IRON SPONGE & 
Oe iniaae COVERNOR CO. 
CHICACO. ILL. —ELIZABETH, NJ. 
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12,000, 008 meters 


igs now in service are old: and uncompen: | a 
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sated. Considerable # revenue losses often r : 
result from motel medern appliance 

loads with these compensated meters 
With modern Sangamo, wage I “Meters. 
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SANGAMO ELECTRIC COMPANY 
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Are Your Water Revenue Dollars 
Slipping Away at 








Low Rates of Flow? 


Number 5 of @ Series 


MORE AND MORE, throughout the country, 
water departments are striving to have their 
repaired meters test 100% accurate so they can 
increase their revenue from low rates of flow. 
. Your ~— ae — of —— per 
many of which will meet stiff tests; but it is only 
TRIDENT when the great majority of them will record ac- 
INTERCHANGEABILITY curately at low flows that you can afford to raise 
your repaired meter standards and snare this ad- 
means ditional income. 


Economy in Inventory @ "New Meter Performance," (which means ac- 
Efficiency in Maintenance curacy at low flows) is the goal of the repair o-. 
eens and comes closer to realization through Trident 
Reliability in Performance Meter interchangeability. Up-to-date and accu- 

Assurance rately machined Trident parts will fit any Trident 
Against Retirement Meter, no matter how old. With standardization 
ee on Tridents you can raise and keep your repaired 
meter standards high—you can achieve your 

maximum revenue. 




















NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 

Neptune Meters, Lid., 345 Sorauren Avenue, Toronto, Canada. 
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Super- Piping 
Systems 
Prefabricated by Grinnell 


Power Piping no longer need be a 
limiting factor in developing super- 
pressure steam or process systems. 
Through Grinnell’s engineering and pre- 
fabricating service, the ever-increasing 
pressures are now efficiently “harnessed” 
in custom-made piping systems for the 
most complex layout. 

When engineers “give the plans to 
Grinnell,” all mechanical and metallur- 
gical requirements of the system are 
expertly interpreted in terms of alloy 


BY 
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piping and precise dimensions. Skilled 
pre-fabrication results in quickly-assem- 
bled sub-assemblies which readily pass 
insurance requirements and “on time” 
delivery schedules. Costly field fabrica- 
tion will be cut to a minimum. 

Write for detailed manual on Pre- 
fabricated Piping. Grinnell Company, 
Inc., Executive Offices, Providence, R. I. 
Branch offices in principal cities. 


GRINNELL 


whenever PIPING is invoiveo 


(Manufacturers Service Agreement) 








Jewels for your 
cash registers! 





me not ornamentation, demands 
sapphires for the practically fric- 
tionless bearings of Westinghouse watt- 
hour meters. Annually, 2,000,000 jewels 
are used to assure accurate measure- 
ment. Further evidence of painstaking 
refinements are the tiny watchwheel 
shafts, and wire so fine that 1,562,000 
strands can be packed into a single 
square inch. Such accuracy protects you 
against possible errors of undermeasurement or overmeasurement, which cause 


loss of income or loss of customer good will. 


WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, EAST PITTSBURGH, PENNA. 


Westinghouse 








ELECTRICAL PARTNER CENTRAL STATION INDUSTRY 
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RILEY STEAM GENERATING UNIT 


Outstanding American 
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OTTER TAIL POWER COMPANY, Wahpeton, N. D. 


130,000 Ibs. steam/hour, 650 Ibs. design pressure, 825° F steam temp. 
Unit burns North Dakota Lignite at 82% Efficiency. 
Riley Boiler, Superheater, Steam-temperature Control, Economizer, 


Air Heater, Water Cooled Furnace, Steel Clad Setting, Riley 
Harrington Stoker. 


RILEY STOKER CORPORATIO 


WORCESTER, MASS. ° 
BOSTON NEWYORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND OETROIT SEATTLE 
ST.LOUIS CINCINNAT! HOUSTON CHICAGO 8T.PAUL KANSASCITY LOSANGELES ATLANTA 
COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FUBNACES 
PULVERIZERS - BURNERS - MECHANIOAL STOKERS - STEEL-CLAD INSULATED SETTINGS 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


NOs 


COST YOU LESS IF THEY HAVE 
THESE KINNEAR ADVANTAGES 


Check these money-saving door features. They bss 
make it easy to see why Kinnear Rolling Doors : 
are so widely used in utility companies and in- 
dustrial_firms. And Kinnear also offers you an 
important extra feature—a complete nationwide 

door service. Kinnear door specialists are al- 

ways ready to assist you, your architect, or 

your construction engineers—without cost or 
obligation—in obtaining the most efficient door 
arrangement for your specific requirements. 
Trained Kinnear erection crews are available 

to insure proper installation and foolproof 
operation. In every way, you can rely on 

these famous interlocking steel-slat doors. 

There’s a Kinnear representative near you. 

Send for the new Kinnear Catalog today. 

The Kinnear Mfg. Company, 2060-80 Fields 

Ave., Columbus, Ohio. 


PP ae 








ROLLING DOORS 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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TO BE 
RETIRED 


with 


HONORS 


A FTER five years of service—but 
to all outward appearances in excellent 
condition, this rubber glove reached 
the end of its useful career during a 
standard E.T.L. 10,000-volt test. 


Power companies always have the 
problem of checking the safety of lines- 
men’s equipment ... and it’s better to 
find out in the laboratory than on the 
“high line.” Periodic checks of vital 
equipment at E.T.L. are inexpensive 
and good insurance against any future 
trouble. 


Kuow by Test! 


ELECTRICAL 
TESTING 


LABORATORIES 
East End Avenue and 79th Street 


New York, N. Y. 


sonssenescsees!Send for your copy foday esses 





Wage-Ho 


Manual © 
1941 Edition 


Don’t get into a jam with the wage and 
hour inspectors. Today there are seven 
times as many field men as a year ago, 
They are looking for errors in record! 
keeping, for violations of minimum-wage, 
overtime, unnecessary exemptions. 


Inspectors report that most employers 
mean to comply, that the tremendous 
number of violations are the result of in- 
accurate information. Be certain that you 
are right, that you have the correct and 
latest regulations and interpretations, 


Wage and Hour Manual (1941 Edition) 
is just coming off the press. It goes into 
every regional office of the Wage and 
Hour Division. This Manual is so well 
organized, so complete and thorough that 
it is used by the Division in training 
new inspectors. 

Widely Used 


Already over 4000 corporations have 
ordered this new, up-to-date summary of 
all phases of wage and hour regulations. 


Over 300 specific questions are of- 


ficially answered, can save you much en- 
barrassment and explanation. 


Bureau of National Affairs, Inc. 
2225 M Street, N. W., Washington, D. C. 


Send me the 1941 Edition of Wage and Hour 
Manual at $5.00 


( ) $5.00 is enclosed. Or ( ) Send C.0.D. 
and I’ll pay the few extra cents collection 
charge. 




















How can I cut my 
hauling costs ? 











Look and Save / Buy the 
One -Iwo-Three Way... 








2L00KAT 
Low-Priced Truck’B 


LLOOKAT |, 
ers Truck"A 


COMPARE TRUCKS—Here’s a sug- 
gestion that’s as free as the air you breathe. 
And it can save you some money . .. maybe 
alot of money! 


Buy your trucks the one-two-three way! In 
other words, before you lay your money on 
the line for any truck, look at Dodge Job- 
Rated trucks. 


COMPARE QUALITY—Check and 
compare all important truck units. Be sure 
they’re the right quality and the right size 
in the truck you buy .. . built for the job 


DEPEND ON DODGE 


fob-Reited TRUCKS 
Feilee 


BECAUSE OF 
CHRYSLER 

CORPORATION | 

ENGINEERING 


Pes -Raledl MEANS A TRUCK 
THAT FIFS YOUR JO8 





3. THEN LOOKAT . 


DODGE /¢Had TRUCKS 


... to stay on the job... to save you money! 


They will be right in a Dodge Job-Rated 
truck . . . because that’s what “Job-Rated” 
means ... trucks built to fit the job! 


When you pay for quality, get quality ... 
Dodge quality . . . built-to-last quality ... 
in design, materials and workmanship. 


You don’t have to pay extra money for such 
a truck, because Dodge Job-Rated trucks are 
priced with the lowest. See your Dodge dealer 
now for a “good deal.” 


PRICED WITH THE LOWEST 
Chassis.."5007 Pick-Ups 630" 


oe Panels ..°7307 


Chassis . 55957 Stakes : 7407 


(WITH CAB) 


Above prices are delivered at Detroit, Federal taxes included. 
Transportation, state and local taxes (if -~ extra. All 
prices shown are for 12-ton except stake model which is for 
34-tom. 112 standard chassis and body models available. 


PRICES SUBJECT TO CHANGE WITHOUT NOTICE 








32 Public Utilities Fortnightly 








‘Are you KEEPING POSTED 
on public utility 
developments? 


Do you know how the latest develop- 
ments and changes affect the public 
utilities’ place in our economic 
structure? Now you can get a clear, 
understandable picture, for 


THIS NEW BOOK > 
GIVES YOU A FULL 
AND FRESH APPRAISAL 


of problems confronting public 
utilities today — Just published! 


This book is designed to show the place 

which public utilities occupy within our PUBLIC UTILITY 
economic structure and the special problems 

of price control service supervision, security 

regulation, etc., which the march of events ECONOMICS 
since 1933 has brought about. 


Accepting the dominance of private owner- 
ship in all fields but water supply, the book By C. Woody Thompson 


is primarily an illustration of institutional 
economics. The book draws upon the litera- and Wendell R. Smith 
ture of 47 state and four federal commis- Instructor in Commerce, State 


Associate Professor of Economics 


sions, one federal and 48 state judicial University of Iowa 


system, as well as many trade 726 pages, 6 x 9, illustrated, $4.50 
and semiofficial organizations. 


Ss USE THIS CONVENIENT ORDER COUPON 


Public Utilities Fortnightly 
Munsey Building, Washington, D. C. 


Please send me a copy of Thompson and Smith's ! 


Public Utility Organization and Finance he UTILITY ECONOMICS postpaid. | enclose 


Techniques of Regulation rt aieik 














Answers your questions on:— 


[(_] money order 
The Problem of Reasonable Rates 


Rate Making Theory and Practice 
The Marketing of Utility Service 
The Tennessee Valley Authority 
The Problem of Security Regulation 
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HELPS | INDUSTRY EXPAND 


CRESCENT ENDURITE 
CABLE S for Light and Power 


TYPE RH and RHL 
Meets Federal Specifications JC-106-A, JC-121 


CRESCENT makes all types of cables to meet every 
requirement. Some of these are: 
@ RUBBER POWER CABLES @ VARNISHED CAMBRIC CABLE 


@ BUILDING WIRE AND CABLE @ CONTROL CABLES 
@ PARKWAY CABLES @ PORTABLE CABLES 


CRESCENT INSULATED WIRE & CABLE CO. 
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Good desiqn is buitt ints 


_. ELLIOTT 
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agg © aes Electric Association starts spring accounting conference, Kansas City, 
Bis x 





{Empire State Gas & Electric Association, Electric Operating Group, convenes, Sche- 
nectady, N. Y., 1941. 





es todt Water Works Association, Montana Section, concludes meeting, Missoula, 
ont 





aT Transit Association will hold annual meeting, Montebello, Quebec, June 





YU Public Utilities Advertising Association starts annual convention, Boston, @ 
Mass., 1941. 





oe oe Gas Association will hold Northwest conference, Portland, Or., June 





{Illinois Telephone Association starts meeting, Peoria, Ill., 1941. 





{ Conference of Mayors and Other Municipal aa of the State of New York will 
hold meeting, Albany, N. Y., June 9-11, 194 





VT American Seciety of Mechanical Engineers, Oil and Gas Division, will hold conven- 
tion, Kansas City., Mo., Jume 11-14, 1941. 





Y American Institute of Electrical Engineers will hold summer convention, Toronto, 
Can., June 16-20, 1941. 





y JUNE 2 





Q Society of Automotive Engineers starts national summer meeting, White Sulphur 
Springs, W. V., 1941. 





q Edison Electric Institute starts annual convention, Buffalo, N. Y., 1941. 3) 





V Association of Gas Appliance and Equipment Manufacturers opens convention, Los 
Angeles, Cal., 1941. 














{ Wisconsin State Telephone Association starts convention, Madison, Wis., 1941. 
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Charles Phelps Cushing 


Downtown Hydro 


Situated in the heart of the downtown section of Spokane, Washington, 
on the falls of the Spokane river 
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Public and Private Power 
In the Northwest 


The author believes that a cooperative, codrdinated 

program for the use of both services should be 

adopted. The electric utilities, he says, are ready, 

able, and anxious to be of the maximum service and 

are fully equipped to do their part adequately 
and quickly. 


By KINSEY M. ROBINSON 


OMPLETION of the tremendous 
C Grand Coulee and Bonneville 
power projects marks a new 
power era in the five great states of the 
Northwest. There still remains to be 
solved, however, the problem of trans- 
mission and distribution of power from 
these projects in such a manner as to 
bring its benefits immediately to the 
largest number of communities and 
consumers. 
Only through a sincere program of 
coordination and codperation between 
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governmental agencies and the existing 
publicly and privately owned utilities 
can electricity from these giant Federal 
plants be brought to the ultimate con- 
sumer, in such a manner as to assure 
the greatest utilization of electricity, 
with the lowest cost and the highest 
standards of service. The utilities of 
the Northwest have repeatedly and 
publicly offered such cooperation, but 
nothing has been done about it by the 
government. Instead, its program has 
veered even further away from an ob- 
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jective solution to this major economic 
problem. 

The private companies have many 
times publicly signified their willing- 
ness to cooperate with the Federal 
government in distributing Bonneville 
and Grand Coulee power the day it is 
available, passing all resulting savings 
along to their customers. As a matter 
of fact, that was the expectation of the 
people of the Northwest when these 
projects were begun. It also was the 
policy expressed by Mr. Roosevelt, in 
a public statement in Portland in Sep- 
tember, 1932, when he said: 

State-owned or Federal-owned power sites 
can and should be properly developed by the 
government itself. When so developed, pri- 
vate capital should be given the first op- 
portunity to transmit and distribute the 
power on the basis of the best service and 
the lowest rates to give a reasonable profit 
only. 

There is room in the Northwest for 
both public and private power, with the 
huge, federally owned projects generat- 
ing vast amounts of electricity and 
transmitting it over existing lines 
where they are adequate, or over new- 
ly built lines if necessary, leaving dis- 
tribution of that power to private com- 
panies or public bodies already in exist- 
ence. The government should not 
needlessly duplicate existing transmis- 
sion facilities which are adequate to 
handle this Federal power. 


Rr the standpoint of public policy 
and achieving the goal of en- 
couraging “‘the widest possible use” of 
electricity, there should be an immedi- 
ate coordination of those projects and 
the privately owned power facilities. It 
is certainly more important that resi- 
dents and industries of the Pacific 
Northwest receive Bonneville-Grand 
Coulee electricity at the lowest possible 
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rates right now than it is to withhold 
a large part of their possible power 
output until ultimate determination of 
whether this power shall be distributed 
through public or private agencies, 
And, likewise, it is important that in- 
dustries be free to grow and to locate 
in all parts of the region; not merely 
beside Federal plant locations which 
are being developed by the moving of 
all new industries to these locations. 

Why not use the facilities now avail- 
able in the region, instead of waiting to 
build a superimposed, independent 
transmission system over the top of 
the transmission systems now in the 
territory, and leading to exactly the 
same load centers and the same markets 
now receiving service! The electric 
utilities know how to do the job and 
keep on doing it. Other organizations 
need not be sidetracked from defense 
projects to do this job. 

One of the important resources of 
the Northwest is its large proportion of 
the nation’s water power. There are 
more than 280 privately owned and 
operated generating stations, large and 
small, with installed capacity of some 
2,250,000 kilowatts. This is in addi- 
tion to public power projects, including 
Bonneville and Grand Coulee, whose 
capacities will be doubled by the end of 
this year. The capacity of the plants in 
this area always has been well above 
demands. 


IX 1932, the Federal government as- 
sumed the responsibility for future 
generating facilities in the Northwest. 
The private utilities have not had the 
function of building any major new 
power plants since that time, anticipat- 
ing purchase and distribution of energy 
from those government projects, 
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PUBLIC AND PRIVATE POWER IN THE NORTHWEST 


The private utilities are not oppos- 
ing installation of additional generat- 
ing facilities at Bonneville and Grand 
Coulee. We favor, too, early appro- 
priations for reclamation by Congress, 
thus giving a farm crop diversification 
in the Columbia basin not possible 
previously. 

Throughout the five Northwest 
states from the Pacific coast to eastern 
Montana and Utah, from the Canadian 
border to northern California, stretches 
an interconnected network of privately 
owned power transmission systems 
which has enabled the electric industry 
to meet every demand or every emer- 
gency. 

This integration of power facilities 
began back in 1908. That far back, the 
private utilities began their program of 
creating transmission systems. Some 
of the first such systems in the country 
were in the Northwest, which also saw 
the earliest developments of hydro- 
electric power. Since the time of the last 
World War, these interconnected sys- 
tems have grown in mileage and scope, 
and have expanded through the years 
in advance of the growth of the coun- 
try. 

Through all the years, the North- 
west maintained a position of leader- 
ship in this development, through the 
initiative of private enterprise. 


pana to 1933, the Federal govern- 
ment had not built any high-tension 
transmission lines. Neither have mu- 
nicipally owned systems contributed 
substantially to this interconnection, 
which takes advantage of varying load 
requirements of agricultural areas, 
mining regions, industrial centers, and 
cities and towns. Through this sys- 
tem, these uses are “leveled out’ and 
the various companies get a greater use 
of their facilities. This has contrib- 
uted substantially to the low electric 
rates that have always existed in this 
area. 

The operation of this great Pacific 
Northwest electric transmission grid 
can be coordinated with Bonneville and 
Grand Coulee to bring the benefits of 
these projects to all the people, more 
quickly, and at less expense to the na- 
tion, than by any other means! 

There is absolutely no need for gov- 
ernment destruction of privately owned 
companies and the resultant loss of 
more than $17,000,000 annually in 
taxes. Codperation will greatly reduce 
the amount of money needed for trans- 
mission facilities, and _ technically 
trained men and vital construction ma- 
terials can be released to support the 
nation’s defense program. Govern- 
ment money can and should be used for 
production of planes and ships, bar- 


= 


private power, with the huge, federally owned projects gen- 


q “THERE 1s room in the Northwest for both public and 


erating vast amounts of electricity and transmitting it over 
existing lines where they are adequate, or over newly built 
lines if necessary; leaving distribution of that power to 
private companies or public bodies already in existence. The 
government should not needlessly duplicate existing trans- 
mission facilities which are adequate to handle this Federal 


power,” 
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racks and bombs, guns and essential 
defense supplies which necessarily must 
be financed by government. 

By concentrating government spend- 
ing and energy—its men, money, and 
materials—on the nation’s Number 
One problem of national defense, a 
greater degree of protection will be 
furnished for our country. 


HESE are times that call for the 

closest codperation between gov- 
ernment and business, and the utility 
industry is giving and will continue to 
give that codperation. Industry’s part 
in this new national unity must be to 
offer itself promptly and without reser- 
vation to the national service. Govern- 
ment’s contribution could well be to 
turn from an attitude of dislike and 
distrust of business and a policy of 
drastic and detailed direction of the 
nation’s industrial life, to new methods 
of cooperation and _ coordination. 
Waste of money, men, or energy should 
not be tolerated. 

Rather than have power from 
Bonneville and Grand Coulee used to 
take away the present business of the 
private companies, creating the eco- 
nomic waste of idle power plants and 
dead transmission lines, this power can 
and should be used for the real purpose 
of these projects—to get the fullest use 
of electricity over the greatest possible 
area of the Northwest, to reduce the 
cost of service to present users of elec- 
tricity, and to help develop new indus- 
tries and new payrolls for the region. 

Coordinating the public plants and 
the private systems is simple. There is 
no real reason why they should not be 
so operated, cooperatively, for the bene- 
fit of all. In the Northwest are these 
two huge tax-free Federal power proj- 
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ects which soon will have tremendous 
blocks of power for sale. And here are 
twelve large privately owned power sys- 
tems with property valued at more than 
$660,000,000, 280 or more power 
plants, 16,000 miles of transmission 
lines, nearly 13,000 employees, and an 
annual payroll of some $24,000,000. 
These companies have expended more 
than $72,000,000 for new construction 
in the last five years. 


O N the basis of sound economics, the 

practical solution to coordination 
is a pooling of power from the govern- 
ment generating projects with power 
from the existing systems, keeping the 
280 plants in operation, thus utilizing 
to the greatest extent the water storage 
facilities of these systems. This will not 
only prevent waste and destruction of 
investment but also will materially in- 
crease the “firm’”—or full-time—out- 
put of the combined systems. 

Such a program would obviate need- 
less expansion of government facilities 
and would require only a fundamental 
“backbone” transmission grid to carry 
power into major load centers. From 
these load centers, the existing private- 
ly owned interconnected transmission 
systems are well developed, and they 
can transfer substantial amounts of 
power to make up any deficiencies 
which might arise in other parts of the 
interconnected systems. There is no 
need for using dollars obtained through 
taxes to build expensive duplicating 
Federal transmission lines. 

This program would permit private 
companies to continue their original 
useful purpose, instead of destroying 
them for no constructive reason. 

Had the government not assumed 
the job of building generating facilities 
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Water Power in the Northwest 


« Fa of the important resources of the Northwest ts its large pro- 
portion of the nation’s water power. There are more than 280 
privately owned and operated generating stations, large and small, with 
installed capacity of some 2,250,000 kilowatts. This is in addition to 
public power projects, including Bonneville and Grand Coulee, whose 
capacities will be doubled by the end of this year. The capacity of the 
plants in this area always has been well above demands.” 





in the Northwest, the private companies 
would have continued to build in prep- 
aration for the future as they have done 
in the past. The private utility industry 
always has maintained reserve trans- 
mission facilities throughout the 
Northwest to meet the future needs of 
the various parts of the territory. 


8 Be groups most concerned in the 
program of bringing electricity to 
consumers of all kinds at the lowest 
possible cost are the Federal govern- 
ment, which built Bonneville and Grand 
Coulee; the publicly owned systems 
such as Seattle, Tacoma, Eugene and 
others, and a few small operating public 
utility districts; the regulatory com- 
missions of the various states; the pri- 
vately owned utilities now on the job; 
and prospective additional large in- 
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dustrial customers buying power direct 
from Bonneville-Grand Coulee. Then, 
too, there are the groups interested in 
the specialized problems of irrigation 
and rural electrification and, finally, 
the homes, stores, shops, et cetera, all 
over the region. 

It is my suggestion that this whole 
matter of power supply, including rates 
and methods of distribution, be studied 
immediately by an impartial, fact-find- 
ing committee guided only by rules of 
sound public policy—not by partisan- 
ship on the question of public versus 
private ownership. On this committee 
could well be representatives of the 
Federal government, state regulatory 
bodies, existing publicly owned sys- 
tems, industry, labor, and the private 
power companies; in fair representa- 
tion in each case, and with due regard 
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to “home rule” and to the importance 
of local needs, conditions, and ideas. 

It must be recognized that a new 
power era is here. With this era has 
come a definite responsibility to the 
government and to the utility industry 
to present a definite plan through which 
benefit of these projects—built with the 
taxpayers’ dollars—can be brought to 
the public as soon as possible and as 
effectively as possible. 


“ikgreeaen a Northwest fact-find- 
ing committee should conduct this 
kind of a review before any permanent 
legislation is considered by Congress. 
Legislation without proper considera- 
tion could prove to be very detrimental 
to the best interests of the people who 
must continue to live in this area. These 
are the people, after all, who must pay 
back to the Federal government, with 
interest, the cost of that part of those 
tremendous projects which is allocated 
to power. 

The people of the Northwest are by 
no means unanimous in their views on 
public ownership. That many will not 
have public ownership thrust upon 
them was demonstrated this March in 
Spokane, largest city in the Grand 
Coulee area, which decisively rejected 
public owernship for the second time in 
four months; and last May, when 
citizens of Portland, largest city in the 
immediate vicinity of Bonneville, also 
rejected public ownership. These refus- 
als of the principle of public ownership 
were not a rebuff to the government 
power projects. Instead, they meant 
Spokane and Portland felt Federal 
power should be distributed through 
existing facilities, provided reasonable 
rates were assured. 

I hope that the bickering over who 
MAY 22, 1941 


shall distribute the power can be ended. 
Such controversy never builds; it al- 
ways tears down. The greatest bene- 
fits of codperation cannot be measured. 
Cooperation and harmony, instead of 
duplication and discord in the power 
field, will advance prosperity and prog- 
ress for the entire Northwest. 


HERE is no doubt in my mind that 
rates of private companies will, 
within the next few years, approach 
the Federal “yardstick” rates for retail 
sale of Bonneville and Grand Coulee 
energy, with due allowance for the 
function the private companies perform 
in acting as collectors of taxes for 
local and other government bodies, over 
and above their actual cost of conduct- 
ing their own power business. I am 
confident that, when the matter is ap- 
proached objectively, consideration will 
be given to the taxes paid by both pub- 
lic and private utilities. My own com- 
pany pays, in taxes, 21 cents out of 
every dollar it receives for electric serv- 
ice, and this item is a material factor 
in the price at which we must sell elec- 
tric service. None of this tax money 
stays with the private companies. If 
the people want the private utilities to 
continue this function, it is important 
to realize that the money so collected 
is not for power, but for government. 
The problem confronting the gov- 
ernment generating plants and the pri- 
vate utilities is changing materially 
from day to day, because of the need 
for power for major national defense 
industries. This speeding up of na- 
tional defense already has brought sev- 
eral major industries to the lines of 
both private and public systems in the 
Pacific Northwest, and undoubtedly 
more will follow. 
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However, these projects should not 
attempt to veil themselves with the 
cloak of national defense needs to ob- 
tain Federal funds for transmission 
lines which are not needed. America 
cannot afford to spend its money on 
things that are not necessary to its de- 
fense; it cannot afford to squander 
labor, copper, or machinery on dupli- 
cating and unnecessary items when the 
need is for an “all-out” program on air- 
planes, tanks, and guns. Bonneville 
and Grand Coulee were started long be- 
fore there was any discussion of their 
importance to national defense, and 
only transmission lines now genuinely 
needed for preparedness should be 
built. 


| omnes the points mentioned 
here: First, the private utility in- 
dustry realizes construction of Bonne- 
ville and Grand Coulee marks a new 
power era here in the Northwest. It 
believes there is room for both private 
and public ownership, but it also feels 
the only way in which all of the people 
can get maximum benefit from these 
huge projects is through a program 
of codperation and coérdination. After 
all, the essence of codperation is collec- 
tive action for common benefit. Gov- 
ernment is still paid for by the people, 
and its objective must be constructive 
—not punitive—to have their con- 
tinued support. 


As a means of attaining codperation 
and coordination, I have suggested an 
impartial, fact-finding committee to 
study this whole question of power sup- 
ply, and to make recommendations 
which might well be embodied into the 
governing law for solution of the 
power question in the Northwest. To 
my way of thinking, there is no reason 
why a working compromise cannot be 
reached, with public and private own- 
ership both fulfilling useful purposes 
in the economic picture, provided both 
sides are willing to codperate in a spirit 
of fair play. 

It is to the definite disadvantage of 
all private enterprise that a complete 
transition be made from private owner- 
ship to public ownership of the utility 
industry here. Isn’t it an advantage to 
the general public—to everyone—to 
have the private companies operate here 
in coordination with the government 
as a check against the wholly publicly 
owned areas such as the TVA? Then 
we can see and know which does the 
better job! A 5-year check period such 
as this should give conclusive evidence 
on which to form a decision as to 
whether it was wise to replace the 
private utilities. 


_— electric utility business is just 
one phase of industry. If present 
attacks on it are successful—and this 
phase of private enterprise is elimi- 


& 


privately owned companies and the resultant loss of more 


q “THERE ts absolutely no need for government destruction of 


than $17,000,000 annually in taxes. Codperation will great- 
ly reduce the amount of money needed for transmission fa- 
cilities, and technically trained men and vital construction 
materials can be released to support the nation’s defense 


program.” 
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nated entirely through socialization of 
the power business in the Northwest 
—none can say what other industry 
will be next. We who believe in pri- 
vate enterprise are all in the same boat. 
It just happens that it is the public 
utility industry which is under fire now, 
and some in the government would 
take us over bag and baggage without 
any regard for the wishes of the people 
in the area most directly affected. The 
same perils and the same problems of 
Federal control are right at hand for 
all industry today. 

The electric utilities are ready, able, 
and anxious to be of the maximum 
service. They are fully equipped with 
the necessary facilities and trained per- 
sonnel to do their part adequately and 


quickly, in any program of peace or 
preparedness. If they are permitted to 
do this job—for which their record of 
the past proves them to be capable— 
large amounts of Federal funds can be 
released for necessary government 
expenditures. 

We have the money. We have the 
man power. We have the accumulated 
experience of more than half a century 
behind us. 

We have faith in the future of the 
great Northwest; and we have faith 
in the ability of our country to win 
through in this hour of greatest trial, 
provided a real “all-out” effort is con- 
centrated on grave defense needs and 
not dissipated, as in France, on in- 
ternal strife and dissension. 
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REA Refrigerator Deal Off 


| peed of difficulties encountered in codrdinating its ordinary distribution 
practices with the plan arranged for distributing the proposed REA Co-op 
model electric refrigerators, the Stewart-Warner Corporation has withdrawn 
its offer to produce these new models for members of REA-financed codpera- 
tives. In acknowledging the withdrawal, REA Chief Harry Slattery on May 
6th observed that “the current refrigerator season is already well advanced.” 


While this precludes the distribution of the proposed REA Co-op model re- 
frigerators at this time, REA will prosecute its new program of refrigerator 
financing by extending the procedures already proved successful in group- 
purchasing arrangements, especially in connection with the so-called “self- 
help” codperatives. These procedures have resulted in farmers purchasing 
refrigerators and other electrical equipment on very favorable terms. 


The REA refrigerator-financing program is based upon two principles: 1. 
That the REA lines open up a vast new market, which would not exist except 
for the government rural electrification program and which deserves and must 
have special mass-market treatment. 2. That REA has an obligation to use its 
influence to the advantage of the farmer-purchaser. 
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Bringing Power to the Farm 


Article II — National Development 
1924-1935; the CREA 


In this article the author discusses the plan for the extension of rural 


service that was carried out, the Red Wing and other test projects, and 
the results achieved, including lower line construction costs. 


By ROYDEN STEWART 


VJ 7 HEN central station electric 
service was extended into 
farming districts (beginning 

about 1906) it was natural that both 


the electric companies and the farmers 
should concentrate at first on getting 


the distribution lines built. Once the 
magical energy had been brought to 
the farm, it was used for lighting and 
for farm work in which it could be 
easily substituted for other sources of 
power, such as pumping water for irri- 
gation. But true farm electrification 
involved much more than stringing 
wires and belting electric motors to old 
farm machinery. G. C. Neff, chairman 
of the National Electric Light Associa- 
tion Rural Lines Committee in 1923, 
stated the problem as twofold.? 


(a) How service can be supplied to 


—_—_— 


1NELA Bulletin, March, 1923, p. 153. 
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the farmer and what is involved in its 
establishment ; 

(b) How service can be utilized by 
the farmer so that it will be profitable 
to him. 


In industry the advent of the electric 
motor had led to the development of an 
almost entirely new line of factory ma- 
chines and the devising of new produc- 
tion methods to take the greatest pos- 
sible advantage of the use of electric 
energy. Essentially the same task had 
to be done in agriculture before the 
relation of seller and buyer could be 
made mutually profitable. Farm elec- 
trification, however, faced a major 
limitation (not yet overcome) which 
did not exist in industry: The use of 
electric power had not been made prac- 
ticable in field work and hauling, which 
represented more than two-thirds of all 
farm power requirements. 
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For several reasons, most of them 
financial, the individual farmer was 
not able to contribute to this develop- 
mental work in the same way that 
many industrial customers had helped 
in the beginnings of industrial electrifi- 
cation. The research and experiment 
that were the necessary foundation for 
large-scale use of electricity on the 
farm were accomplished through co- 
Operative effort by national farm or- 
ganizations, equipment manufacturers, 
and electric utility companies, with the 
help of other interested bodies. The 
National Electric Light Association 
initiated this unique program late in 
1922 when it invited the American 
Farm Bureau Federation to join in or- 
ganizing a national committee to co- 
ordinate the activities of all the groups 
interested in farm electrification. 


HE plan was. put on a working 


basis in 1923 through the forma- 
tion of the Committee on the Relation 
of Electricity to Agriculture. Of the 
committee’s twelve members, three 
were officers of the Farm Bureau Fed- 
eration, four represented the NELA, 
and one each came from the American 
Society of Agricultural Engineers, the 
manufacturers of farm electric plants, 
and the Departments of Agriculture, 
Commerce, and Interior.® J. W. Cover- 
dale, of the Federation, was elected 
chairman and G. C. Neff, secretary. 
Later Dr. E. A. White was appointed 
salaried director. 
The committee outlined four in- 
vestigations to be carried on under its 


2 Groups which joined later included Amer- 
ican Home Economics Association, National 
Grange, General Federation of Women’s 
Clubs, National Association of Farm Equip- 
ment Manufacturers, and National Electrical 
Manufacturers Association. 
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general supervision : (1) a farm power 
survey, (2) a survey of central station 
and isolated plant service to farmers, 
(3) a survey of agricultural uses in 
foreign countries, and (4) experi- 
mental and research work on the uses 
of electricity on the farm. 

The survey of service was made by 
the NELA. The first national count of 
“electrified” farms® recorded a total 
of 177,561 farms receiving service 
from central station electric com- 
panies on December 31, 1923. This 
was 2.8 per cent of the 6,371,640 
farms in the United States, as reported 
by the 1924 Census of Agriculture. 

In each of seven states, the survey 
showed, more than 10 per cent of the 
farms had “high-line” service from 
electric utility companies. (Table I.) 
The first four of these were far west- 
ern (Pacific and Mountain regions) 
states, showing that irrigation pump- 
ing still provided the most important 
basic demand; the other three were 
New England states, where line exten- 
sions were favored by density of popu- 
lation in rural areas, including many 
industrial and nonfarm residential 
consumers, and where rural service had 
been aggressively promoted by many 
utility companies. The four states 
ranking next also were New England 
and far western. In all the rest of the 
country, only three states had more 
than 5 per cent of their farms connect- 
ed to utility lines. Eighteen states had 
less than one per cent—almost no rural 
service; of these, eleven were in the 
South Atlantic, East South Central, 
and West South Central groups—in 
general, the regions where farms were 


3In 1919 the Bureau of Public Roads of the 
Department of Agriculture made an estimate 
placing the number at 100,000. 
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most scattered, per-farm income was 
lowest, and little or no irrigation was 
used. 


TABLE I 


STATES IN WuiIcH More THAN 5 Per Cent 
or Farms Hap CENTRAL STATION ELECTRIC 
SERVICE ON DECEMBER 31, 1923 


Per Cent 
State 
California 
Washington 
Utah 


New Hampshire 
Maine 


HE power survey was conducted 
by the Department of Agriculture, 
which reported the findings in its Bul- 
letin 1348, February, 1926. 
According to the survey, United 
States farms had available a total of 
47,420,000 horsepower of primary 
power, other than man power, and 
were utilizing 16,000,000,000 horse- 
power-hours a year. Of this, 11,300,- 
000,000 were required for draft work 
(hauling and field work), leaving 4,- 
700,000,000 for stationary work, in 
which electric power might conceiv- 
ably be used. Central station electric 
power was supplying 750,000,000 
horsepower-hours, or 16 per cent of the 


7 


total employed in stationary work; an- 
other 150,000,000—3.2 per cent—was 
obtained from 300,000 individual elec- 
tric plants. 

The total annual cost of power for 
both draft and stationary work was re- 
ported as $3,000,000,000, of which 
$53,000,000 was for central station 
electric service and $38,000,000 for 
power from individual electric plants. 
From these estimates, it could be com- 
puted that the average cost of central 
station electric power to the farmer was 
7.07 cents a horsepower-hour, or about 
9.17 cents a kilowatt hour ; where indi- 
vidual plants were used, the cost was 
25 cents a horsepower-hour, 32.89 
cents a kilowatt hour. Power from 
large stationary engines cost 4 cents a 
horsepower-hour, from small station- 
ary engines 8 cents; but utilization 
from small engines was three times 
that from large, so that all stationary- 
engine power cost an average of 7 cents 
a horsepower-hour, about the same as 
central station electric power. These 
tabulations took no account of lighting 
and household tasks, which, though 
their requirements were small, repre- 
sented almost the only potential uses 
of electricity on a great number of 
farms. 


en was the uneven picture that 
farm electrification presented in 


in 1931 showed the most usual type of line then in operation 


q “In the Pacific Northwest a survey of rural systems made 


as single-phase, 6,600-volt, using No. 6 bare hard-drawn 
copper for conductors, at costs ranging from $600 to $800 
a mile. These were durable, reliable lines on which mainte- 
nance costs were reasonable, not to be classed with the mere- 
ly cheap lines of some of the pioneer experiments.” 
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1924, when the CREA began its work. 
The committee mapped and carried 
out a far-reaching, unprecedented pro- 
gram of research, experiment, and 
education. 

The national CREA, which had of- 
fices in Chicago, was the central co- 
ordinating agency. Under its leader- 
ship, 27 state committees were estab- 
lished to initiate and help finance 
(mainly from funds contributed by 
electric light and power companies) 
the actual work of research and ex- 
periment. Most of the laboratory tests 
were carried out by state schools of 
agriculture at their experiment sta- 
tions. Every known use of electricity 
on the farm was carefully reéxamined 
and many new uses were developed; 
exhaustive tests of applicability were 
made and comparative cost data were 
assembled. The results were reported 
to the national committee, which ac- 
cumulated and published them in a 
series of bulletins and news letters. 

The experiments were not allowed 
to end in laboratory records, however. 
Application of the research findings in 
actual farming was an integral part of 
the program from the beginning. In 
each of seven states a rural distribu- 
tion line serving a typical farming com- 
munity was selected or built as a test 
project. The state CREA’s, utility 
companies, agricultural schools, equip- 
ment manufacturers, and farmers col- 
laborated to establish these test 
projects and operate them under con- 
trolled conditions. The records of the 
test projects and the other experiments 
conducted under CREA sponsorship 
by agricultural engineers are still the 
most complete and dependable body of 
data on the use of electric power on the 
farm. 
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6 ew first state project, and probably 
the best known, was the one estab- 
lished by the Minnesota CREA in the 
Burnside community near the town of 
Red Wing. The distribution line, 6.3 
miles long, was built by the Northern 
States Power Company to serve nine- 
teen prospective rural consumers, of 
which sixteen eventually were con- 
nected, and began service in December, 
1923. Distribution was at 2,300 volts, 
single phase, using iron messenger 
wire. Later, the iron wire having given 
the usual trouble of excessive voltage 
drop, all-copper construction was sub- 
stituted, and in 1926 the voltage was 
increased to 6,900. The rebuilding 
brought the total cost of the line, in- 
cluding transformers, arresters, etc., to 
$11,154.12 or $1,770 a mile.* This 
would have justified a monthly fixed 
charge of $9.54 for each consumer, but 
the original estimate of $6.90 was ad- 
hered to in actual billing. Energy used 
was charged for at the rate of 5 cents 
a kilowatt hour for the first 30 kilo- 
watt hours used each month, 3 cents 
a kilowatt hour for all excess. 
Seventy-nine manufacturers of elec- 
trical and farm equipment cooperated 


with the farmers (eight of whom took 


part in the controlled tests), the utility 
company, the CREA, and the Univer- 
sity of Minnesota, in financing the 
tests. To June 1, 1928, a total of $75,- 
158 had been expended on the project, 
including equipment worth $21,632 
lent by the manufacturers, $9,374 con- 
tributed by the university, and $17,500 
by the CREA. 


‘ i ‘HE Red Wing test was concluded 
in 1929. In addition to the care- 
4The Red Wing Project on Utilization of 


Electricity in Agriculture. Univ. of Minn, 
1931. 
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Development of Rural Electrification 


ia a eer Roosevelt created the Rural 
Electrification Administration in May, 
1935, but no lines financed by REA were in 
actual service by the end of the year, so that 
the government activity was first reflected in 
industry statistics in 1936. Thenceforward 
the development of rural electrification in the 
United States took on entirely new charac- 
teristics. The nearly 600,000 farms connected 
to central station lines during the years 1924- 
1935, inclusive, were only one measure of the 
progress rural electrification made in this 














period.” 





fully collated records of individual ap- 
plications, complete operating data for 
five of the farms were reported for the 
years 1924-27, inclusive, and from 
these the project directors were able 
to draw certain fairly definite conclu- 
sions as to the economics of “total” 
farm electrification under the condi- 
tions obtaining in one kind of farm 
community. After all adjustments, a 
consolidated statement of revenues and 
expenses of the five farms showed de- 
cided increase in both net cash income 
and net labor income (cash income, 
plus housing and food, less all depre- 
ciation and interest) for the three years 
following 1924. The increase in net 
labor income over 1924 was 45.7 per 
cent in 1925, 47.2 per cent in 1926, and 
79.1 per cent in 1927. Operating ex- 
penses for 1927 were only one per cent 
greater than for 1924 (although taxes 
alone were 65 per cent higher) while 
revenues were 42.9 per cent greater. 
An undetermined part of these gains 
was due to a rise in the prices of farm 
products; but there could be no doubt 
that these five farmers had profited 
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from the intelligent application of elec- 
tric power, in addition to the incalcula- 
ble gains in living conditions. And the 
operation of the project had contrib- 
uted appreciably to the growing accu- 
mulation of proved data on the prac- 
ticability and cost of farm power 
applications. 

In 1927 the average monthly service 
bill on the Red Wing line (including 
the fixed charge) was $14.67.5 The 
average monthly consumption of the 
customers participating in the project 
rose from 154 kilowatt hours in 1924 
to 287 kilowatt hours in 1927; in the 
same period the average cost per kilo- 
watt hour declined from 8.2 cents to 
6.1 cents.® 


T should not be inferred that the 
Red Wing line was typical of 
CREA test projects. Each state com- 
mittee was free to devise and operate 


5 The Red Wing Project on Utilization of 
Electricity in Agriculture, Univ. of Minn., 


6 Cf. average cost per kilowatt hour for all 
residential consumers in U. S. for 192 


4 was 
7.2; for 1927, 6.8 cents. (Edison Electric 
Institute.) 


MAY 22, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


its own tests according to its judgment 
and local conditions. Regional varia- 
tions in farm economy, power produc- 
tion costs, and construction standards 
(according to local topography and 
weather) caused corresponding differ- 
ences in construction costs, financing 
methods, rates, applications and usage, 
and, consequently, in over-all results. 

On the Wisconsin test line, erected 
near Ripon in 1924, two canning com- 
panies were required to pay $650 each 
toward the cost of line construction, 
the contribution of an individual farm 
customer being set at $300. Rates were 
the same as Ripon city rates, plus a 
rural charge, initially fixed at $1 a 
month, to cover differences in trans- 
former core losses and depreciation be- 
tween urban and rural lines.” The 
financing plan and rate schedule used in 
the South Dakota test, at Renner, were 
similar to those in effect on the Red 
Wing line—possibly because the same 
utility, Northern States Power Com- 
pany, supplied both communities. Local 
conditions and policies also governed 
the financing plans and rate schedules 
for the test projects at Garner, Iowa; 
Larned, Kansas ; Marysville, Ohio, and 
Tolono, Illinois. 

As a show window for the work of 
the state committees, the national 
CREA and the NELA in 1928 estab- 
lished the National Rural Electric 
Project at Sandy Spring, Maryland, 
not far from Washington. Five farms, 
selected as representatives of dairy, 
fruit, poultry, truck garden, and gen- 
eral farming, were connected to utility 
lines and equipped with electric appli- 
ances loaned by manufacturers. Charts 


7Following the formula recommended in 
1921 by the Wisconsin Electrical Asso. See 
Part I, Pus. Urit. Fort., May 8, 1941, p. 586. 


MAY 22, 1941 


and graphs, showing the achievements 
in farm electric applications, were dis- 
played in the project office. In addi- 
tion, the national project served Re- 
search Director George W. Kable and 
the University of Maryland as a lab- 
oratory for the working out of prob- 
lems considered of national importance 
in farm electrification. The project was 
operated for five years, financing being 
supplied by the NELA and local utility 
companies. 


HE CREA program was carried 

forward ably and energetically. 
In 1931 a partial survey revealed 211 
investigations connected with, or 
stimulated by, the committee, 157 un- 
dertaken by utility companies and other 
commercial concerns, and many more 
by independent scientists and profes- 
sional societies. The results of the in- 
vestigations were made available to 
farm men and women all over the 
country through the CREA bulletins 
and news letters and hundreds of pub- 
lications issued by the associated 
groups, and through educational activi- 
ties conducted by the Department of 
Agriculture, colleges, women’s clubs, 
farm organizations, and the rural 
service departments of utility com- 
panies. CREA Bulletin No. 1, Vol- 
ume 1, listed 227 uses for electricity on 
the farm and 190 uses in rural indus- 
tries. The NELA estimated in 1931 
that 1,000 employees of light and 
power companies were devoting part 
or full time to extending electric serv- 
ice into rural districts and developing 
the load on existing lines. Many of 
these representatives were trained in 
the Rural Electric Short Courses given 
by the agricultural colleges with 
CREA cooperation. 
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The total cost of the work cannot be 
determined accurately. The NELA 
and its successor (in 1933), the Edi- 
son Electric Institute, advanced alto- 
gether $400,000 and the individual 
companies about $1,000,000. Univer- 
sities and agricultural schools contrib- 
uted the services of their experts and 
the use of laboratory facilities; 226 
manufacturers lent equipment for ex- 
periments and tests; and, until 1935, 
the Federal government cooperated. 
The CREA continued its activities un- 
til 1939, but it ceased to be the most 
prominent agency in the rural electri- 
fication movement in 1935, when the 
Federal REA was established. 
B= of the basic problems with 

which the committee concerned it- 


self, namely, the profitable supply and 
use of farm electric power, had by 
1935 been brought much nearer solu- 


tion. The far-reaching research and 
experimental work done under CREA 
sponsorship had equipped agriculture, 
the electric industry, and the manu fac- 
turers of farm machinery with tools 
and facts without which the general 
application of electric power to farm 
operations would not have been pos- 
sible. Much of this developmental 
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work probably would have been done 
eventually in any case, but lacking the 
coordination and financing afforded 
through the CREA program, progress 
would have been much slower and com- 
paratively haphazard. 

The operation of the test projects, 
notably the Red Wing line, had shown 
that, on farms where the potential use 
of power for nondraft work was large, 
intelligent electrification could produce 
a dollars-and-cents profit as well as 
add greatly to human comfort. But 
these results were yardsticks for the 
possibilities of electricity on the farm 
only within certain rigid limits. The 
project farms were more or less typical 
of their particular districts, but they 
were not typical of American farms as 
a whole. 

The Red Wing farmers, for ex- 
ample, ranked well above the national 
average in possessions and income at 
the start of the test, and they had more 
profit-making operations in which elec- 
tric power could be used. Three of the 
five farms on which income records 
were cited used milking machines, and 
in 1927 one-third of the total income 
for the five came from the sale of dairy 
products, only a little over one-fourth 
from “crops and miscellaneous.” 


e 


BLE II 


STATES IN WHIcH More THAN 50 Per CENT oF Farms WERE 


ELECTRIFIED ON 


State 
New Hampshire 
Utah 
Connecticut 
New Jersey 
California 
Rhode Island 
Massachusetts 
Washington 


DecEMBER 31, 1935 
Per Cent of Farms 
Electrified 
Jan. 1,1924* Dec. 31, 1935** 
68.3 
61.0 
61.0 


*Based on 1924 Census of Agriculture. 
**Based on 1930 Census of Agriculture. 
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ee: these farmers had plenty 
of utilization equipment lent to 
them for the experiment—they did not 
have to buy it with cash on hand or 
normal borrowing power. The value of 
equipment installed on the five farms 
was $16,668, an average of $3,334 a 
farm, and wiring costs ranged from 
$265 to $431. A conservative estimate 
was, and is, that in order to make elec- 
trification pay its way, a farmer must 
invest in wiring and appliances at 
least twice as much as his proportionate 
share of line costs. Even if distribu- 
tion lines were brought to their doors, 
the great majority of farmers—espe- 
cially in the regions where the percent- 
age of farms electrified was lowest— 
were in no position to approach the re- 
sults achieved on the test projects. 
The test projects and the laboratory 
work conducted by the CREA and as- 
sociated agencies were only the nu- 
cleus of the advancement achieved in 
rural and farm electrification in the 
United States in the years 1924-1935, 
inclusive. Power companies in all sec- 
tions were alert to their opportunities 
and obligations to serve the rural mar- 
ket. Every new rural line was in a 
sense an experiment; utility engineers 
and managers were constantly work- 
ing to develop methods of rural con- 
struction that would give adequate and 
reliable service at lower cost, trying 
financing plans that would permit more 
farmers to become electric customers 
without jeopardizing the investment in 
rural and urban lines, and promoting 
increased farm consumption of energy. 
Many companies organized rural serv- 
ice departments; others added rural 
representatives to existing depart- 
ments. Demonstrators traveled through 
rural districts, often with elaborate ex- 
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hibits, and appliance sales campaigns 
were directed at the farm market by 
utilities, manufacturers, and dealers. 


HESE aggressive efforts bore fruit 

in new thousands of farms con- 
nected to utility lines each year and— 
more significant for the future of rural 
electrification—in a steady increase in 
farm consumption of electric energy 
accompanied by a decline in cost to the 
farmer. The number of electrified 
farms rose from the 1923 count of 
177,561 to 788,795° at the end of 1935. 
The total increase was 344 per cent in 
twelve years, at least four of which 
were bottom-depression years. From 
1924 to 1930, inclusive, the growth was 
at the average rate of 38 per cent a 
year. 

The 1935 total of electrified farms 
was 12.5 per cent of the 6,288,648 
farms reported by the 1930 Census.® 
All regions had advanced, although 
the southern states in general still 
lagged behind the rest of the country; 
of the 16 states still having less than 5 
per cent electrification (as compared to 
34 states in this category twelve years 
earlier) 14 were in southern regions. 

Electric consumption on farms in 
the nonirrigated areas rose almost 
steadily through the entire period, with 
little regard to the depression. In 1926, 
the first year for which farm consump- 
tion data were collected by the NELA, 
the average use on farms east of the 
100th meridian, where little or no irri- 


8 EEI statistics. 

®The 1934 Census of Agriculture reported 
6,812,350 farms, but there are good reasons to 
believe that, through a confusion of definitions, 
this figure was too high by some hundreds of 
thousands. The 1940 Census report of 6,096,- 
789 farms appears to bear out this assumption; 
otherwise the fluctuations between 1930 and 
1940 would be unreasonable. 
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Variations in Rate Schedules 


* a Bers rates schedules and financing plans in force in rural service in 

1935 ... expressed local conditions and therefore varied widely, 

but certain major trends had been noticeable for several years. The prac- 

tice of requiring cash contributions to the initial line investment had 

virtually disappeared. In most cases the utilities now took all the risk, 

except for such protection as was afforded by contracts binding the 
farmer to guarantee amortization of the cost.” 





gation was involved, was 586 kilowatt 
hours. In 1935 it was 873 kilowatt 
hours, 49 per cent more. 


| ree the same 10-year period 
the average cost per kilowatt 
hour for the same areas declined from 


8.85 cents to 5.57 cents. Thus the 
average farm customer in these 
regions, who was spending $4.32 a 
month for electricity in 1926, nine 
years later was receiving 14 times as 
much power and light for $4.05. 

West of the 100th meridian, where 
irrigation pumping accounted for most 
of the load, consumption was from 7 
to 10 times as great during this period, 
although the curve was not nearly so 
consistent; starting at 5,882 kilowatt 
hours a year, the average farm use rose 
to 7,804 in 1929, then declined to 5,673 
in 1935—the fluctuation being due to 
rainfall conditions. Average cost in 
this region, where many farm custom- 
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ers qualified for commercial rates be- 
cause of large consumption, was 2.05 
cents a kilowatt hour in 1926, 1.78 
cents in 1935. 

These desirable changes in consump- 
tion and cost were good evidence that 
the CREA program, with its principal 
objective of increasing profitable farm 
use of electricity, had been sound both 
in conception and execution. 
trends, they paralleled the history of 
electric service in towns by following 
the logical rule that increase in con- 
sumption tends to make fixed charges 
a smaller part of the total bill and thus 
reduce average cost. 


HE difference was that fixed 

charges per customer were of 
necessity considerably higher on rural 
lines than in towns. But they were not, 
on any comparable basis, nearly so high 
as they had been in the pioneer period 
of rural electrification, so that reduc- 
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tion in construction costs also had been 
a factor in lowering the final cost of 
electric power to the farmer. Rural 
service naturally benefited from the 
great technological progress made by 
the electric utilities during the twenties 
and early thirties in generation, trans- 
mission, and distribution generally, 
with interconnection playing an im- 
portant role. In addition, there had 
been special emphasis on developing 
lower-cost rural lines and service equip- 
ment. 

Experiments in this direction had 
been numerous before 1924, but the ex- 
perience with such expedients as iron 
wire, makeshift poles, etc.—so-called 
“‘fence-post lines” —used to bring costs 
as low as $150 a mile, was uniformly 
unsatisfactory, and few or no lines of 
this type were in service as late as 1930. 
Many companies, however, developed 
new rural-type construction designs 
which met service requirements and 
prevailing weather conditions while re- 
ducing total costs 25 to 50 per cent 
from urban averages. The Overhead 
Systems Committee of the NELA pub- 
lished in 1929 a comprehensive report, 
Recommended Practices for Design 
~ and Construction of Rural Lines,’ 
based on the then current practices of 
companies serving rural territories and 
the requirements of the Bureau of 
Standards. Longer spans and various 
details of design which helped de- 
crease over-all cost were emphasized. 
The use of less expensive materials 
was discussed, but this caution was 
added : “It should be borne in mind that 
the use of higher-grade material re- 
sults in longer life in general, while the 
use of the cheaper grade of material 
means shorter life and higher mainte- 

10 NELA Publication No. 289-16. 
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nance costs. The various factors 
should be evaluated and an economic 
balance reached in determining the 
grade of construction for rural lines in 
any particular instance.” 

In the Pacific Northwest a survey of 
rural systems made in 1931" showed 
the most usual type of line then in op- 
eration as single-phase, 6,600-volt, 
using No.6 bare hard-drawn copper 
for conductors, at costs ranging from 
$600 to $800 a mile. These were du- 
rable, reliable lines on which mainte- 
nance costs were reasonable, not to be 
classed with the merely cheap lines of 
some of the pioneer experiments. 


ran lengths on the Northwest lines 
were reported as averaging 275 
feet, but still newer practices employed 
much longer spans as a principal means 
of reducing costs. A standard span of 
450 feet was a feature of the specifica- 
tions for a type of line that Puget 
Sound Power & Light Company was 
building in thinly settled areas of the 
same region at a total cost of little 
more than $500 a mile.” Class C poles 
of western red cedar, their bases treat- 
ed with preservative, were used, and 
further important savings were made 
by the introduction of labor-saving 
machinery and “streamlined” con- 
struction methods. The poles, pur- 
chased from farmers and timber men 
in the vicinity, were set quickly by a 3- 
man crew operating a truck equipped 
with hole-boring and pole-setting ma- 
chinery; a light line crew followed, 
stringing wires. Volume of work was 


11 By the Overhead Systems Committee of 
the Northwest Electric Light & Power Asso- 
ciation. 

12 “Rural Lines for $500 per Mile,” by M. T. 
Crawford, Electrical World, Oct. 17, 1931. 
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arranged so that crews lost little time 
between jobs. 

Similar practices brought  cor- 
responding cost reductions in other 
regions, though the per-mile averages 
varied according to service and weather 
conditions and probably to some ex- 
tent according to the accounting meth- 
ods used in allocating costs. Construc- 
tion of “substantial” lines in New York 
state during 1930 and 1931 was re- 
ported at $900 to $1,200 a mile, as 
against previous averages of $1,800- 
$2,000. 

Progress had also been made in de- 
signing lower-cost service equipment 
for farm customers, though the possi- 
bilities in this respect were propor- 
tionately smaller. It was fairly easy to 
effect a considerable apparent saving by 
installing smaller transformers (an ex- 
periment that had been tried at least as 
early as 1915), but though this device 
had been used extensively in Europe, 
it was not popular in this country— 
the American farmer did not want his 
use of electricity arbitrarily limited. 


' ‘HE rate schedules and financing 
plans in force in rural service in 
18 “Selling Farmers Electricity on Commu- 


nity Basis,” - Maurice C. Burritt, Electrical 
World, Oct. 17, 1931. 
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1935 also expressed local conditions 
and therefore varied widely, but cer- 
tain major trends had been noticeable 
for several years. The practice of re- 
quiring cash contributions to the initial 
line investment had virtually disap- 
peared. In most cases the utilities now 
took all the risk, except for such pro- 
tection as was afforded by contracts 
binding the farmer to guarantee amor- 
tization of the cost. This guaranty, 
representing 14 to 2 per cent of the 
increment cost necessary to serve the 
customer, was usually paid monthly in 
the form of a minimum bill under a 
block rate schedule. 

Most companies found that this type 
of rate tended to build load. Compared 
to the demand plans, often involving 
multimeter service, that had previous- 
ly been tried, the minimum-bill block 
rate, providing in most cases a lower 
charge to the small user, had the im- 
portant virtue of simplicity and made 
the advantage of larger use obvious to 
the customer. 


B"” so long as sound economic 
principles governed, there was a 
limit to the reduction of physical costs 
and the liberalization of financing 
plans. Outside that limit were still mil- 
lions of farmers who were unable to 


TABLE III 
FARM ELECTRIFICATION BY REGIONS 


Region 
Pacific 
New England 
Middle Atlantic 
Mountain 
East North Central 
West North Central 
South Atlantic 
East South Central 
West South Central 


Per Cent of Farms 
Electrified 

Jan. 1, 1924 Dec. 31, 1935 
53.8 
47.9 
34.8 
20.9 
20. 
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meet their proportionate share of the 
cost of electrifying farm districts. 
Many of these, furthermore, conducted 
such simple farming operations that 
their potential use of electricity would 
never attain the minimum necessary to 
justify the extension of service to 
them. 

This great deterrent was overcome 
in some cases by what was known as 
the area plan, first put into operation 
by some companies about 1931. 

The central concept of the area plan 
was the electrification of fairly large 
rural areas as units, in much the same 
way that towns are electrified. Besides 
the inherent reduction in construction 
costs claimed by its advocates, the great 
advantage claimed for the area plan 
was that it permitted both construction 
and rate fixing on a community basis, 
making unnecessary the strict alloca- 
tion of costs that otherwise operated to 
bar the small user. This was logical to 
the extent that the area to be served ap- 
proximated a community in its poten- 
tial consumption of electricity — 1. e., 
included an actual small community of 
comparatively dense population, a 
group of large-use farms, or an indus- 
trial plant to provide a nucleus of load. 
Such conditions, however, were rarest 
in the very farming sections that were 
still unserved. And there was the dan- 
ger that, by rigidly separating rural 
districts from towns in disregard of 
population growth patterns, the area 
plan might permanently deprive the 
rural districts of rate reductions made 
possible by urban advancement. Never- 
theless, the area plan was hailed by en- 
thusiasts as the panacea for which 
complete rural electrification had been 
waiting, and it was eventually made a 
tenet of the REA program. 


| eed all these very real achieve- 
ments since the establishment of 
the CREA in 1923, the nation-wide 
progress of rural electrification was 
not nearly so rapid as had been hoped. 
The farmer’s lack of purchasing 
power remained the chief obstacle. 
American agriculture had entered the 
financial doldrums in 1920 and was 
just beginning to emerge when the gen- 
eral economic storm struck the whole 
nation in 1930. Farm income dropped 
rapidly for three years. In 1935, in- 
cluding Federal benefit payments of 
$498,000,000, the national total was 
little more than half what it was in 
1919. Under such conditions most 
farmers could not undertake to pay for 
electric lines even over a 10-year period. 

Some farm leaders saw the solution 
in still longer-term financing, with the 
funds and credit to be supplied by the 
Federal government. Long-range pub- 
lic works was already an established 
national policy, and political support 
for the sponsorship of rural electrifica- 
tion on a similar basis was not hard to 
find. President Roosevelt created the 
Rural Electrification Administration in 
May, 1935, but no lines financed by 
REA were in actual service by the end 
of the year, so that the government ac- 
tivity was first reflected in industry 
statistics in 1936. Thenceforward the 
development of rural electrification in 
the United States took on entirely new 
characteristics. 


HE nearly 600,000 farms connect- 

ed to central station lines during 
the years 1924-1935, inclusive, were 
only one measure of the progress rural 
electrification made in this period. Of 
more fundamental importance were the 
accomplishments in developing farm 
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electric applications and gaining their 
acceptance by farmers, and in making 
electric service more easily accessible 
to rural areas through the multiplica- 
tion of generating plants and primary 
lines, and the development of low-cost 
reliable rural lines. This broadening 
of the rural service foundation was in- 
dispensable to further large-scale ex- 
pansion under any plan. 


AutuHor’s Nore.—For purposes of simplicity, 
the distinction between rural electrification and 
farm electrification has not been emphasized in 
this account. The development of farm elec- 
tric use was the most important phase of the 


work of the CREA, but in planning the elec- 
trification of any rural area the character of 
all possible users must be considered. In the 
eastern regions of the United States the ratio 
generally is one farmer to four or five nonfarm 
rural residents, but with five to ten customers 
to a mile of road. In the South and West the 
reverse is usually true: two to three customers 
to the mile, all of them farmers in varying de- 
gree. Since the electricity consumption of 
nonfarm homes is limited to domestic uses, 
many eastern utilities show a relatively low in- 
vestment per rural customer, but are restricted 
in load-building, while the cost of establishing 
service remains the larger obstacle in strictly 
agricultural areas. Rural industries, such as 
factories, sawmills, creameries, etc., also are 
important where they occur, but they are 
neither numerous nor large in the usual farm- 
ing district. 


The third article in this series will appear in an early issue. 





Public and Private Spheres in the Power Business 


wat HE development of multipurpose water systems 1s 
economical and practical only if the power can be sold 
to pay a part of the cost. This is in itself a sufficient justification 
for the principle that the main field of private power companies 
is in the fuel-burning regions, and the main field of large-scale 
public developments is in the limited areas where water ts the 
chief source of power. 


“But these considerations are not the main issue today. Let 
me summarize the issue as it is drawn between the government 
and private financial interests. First—Making and selling elec- 
tricity is a legitimate business that no one wants to attack or to 
harm. SEconp—Making and selling power company securities 
is a legitimate occupation in itself, but when the, holding com- 
pany captures control over operating business corporations, 
and forces them into monopolistic practices, the public interest 
is injured.” 

—Henry A. WALLACE, 
Vice President. 
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Santee-Cooper Dons Khaki 


The South Carolina project now an 
important adjunct to national defense 


By T. N. SANDIFER 


HE South Carolina Public Serv- 

ice Authority, as this is written 

in early March, is pushing 
through the final legal arrangements 
necessary before it can take over the 
properties of the South Carolina Util- 
ities Company, a step which for the 
first time will put this state public ad- 
ministrative group in the electrical 
utility business, paving the way for ex- 
tension of this activity over most of 
South Carolina as a part of the famous 
Santee-Cooper power project. 

Details of this remarkable engineer- 
ing and political enterprise were pun- 
gently set forth by Herbert Corey in his 
report on “Uncle Sam in a Swamp,” 
which appeared in the November 7, 
1940, issue of this publication.? 

If Mr. Corey was somewhat exer- 
cised at the time, the present writer, as 
a taxpayer and property holder of the 
state, was prepared to be, perhaps, less 
detached than his preceding observer 


1Vol. XXVI, p. 647. 


at the scene. However, the picture has 
changed, even during the brief time 
elapse since Mr. Corey’s study. 

Crossing the mile-long causeway 
over what had been a cypress swamp 
watered by the Santee, this writer 
hoped the car in which he rode would 
encounter no convoys of Army trucks, 
antiaircraft batteries on the march, 
troops afoot, or in “jeeps” or other 
of the new defense vehicles. The pos- 
sibility was very present in his mind 
because these are what the traveler 
most frequently encounters down in 
that sector. In fact, exploring what 
appeared to be a new side road near 
Charleston, he turned up a potential 
Army munitions storage depot, hidden 
as thoroughly as a moonshiner’s still, 
but twice as well protected from un- 
welcome visitors. 

In short, like the countryside around 
it, the Santee-Cooper project is now an 
important adjunct to the national de- 
fense. It may have been conceived 
back in 1926, when the current su- 
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preme issue of the country was not 
even imaginable, but, like other devel- 
opments in state and national history, 
the transformation has taken place 
rapidly, and before the eyes. In this 
light, the state power program, fed- 
erally financed, loses some of its earlier 
aspect, if only for the present. 


ae the plan in this status, 
one finds that Santee-Cooper as- 
sumed its new role officially in early 
February, when William S. Knudsen, 
director of the Office of Production 
Management in charge of national de- 
fense, called for the earliest possible 
completion of the program. 

Writing to John M. Carmody, ad- 
ministrator of the Federal Works 
Agency, from which Santee-Cooper de- 
rives financial support, Mr. Knudsen 
explained that the new accretion of 
hydroelectric power in that area is now 
needed by three large concerns, pre- 
sumably engaged in national defense 
activities, and which he listed as the 
Aluminum Company of America, the 
Commonwealth & Southern, and an 
unnamed “Pittsburgh concern.” 

It would seem unnecessary to state 
that Mr. Carmody promptly pledges 
“full speed ahead” now that this pro- 
gram, which had apparently got under 
way originally without any definite 
terminal in sight, is a full-fledged 
part of the country’s protective ma- 
chinery. 

He declared that all possible accelera- 
tion would take place; that the PWA 
and WPA, as well as other alphabeti- 
cally designated units of his general 
agency, would “‘codperate to the fullest 
extent with the South Carolina Public 
Service Authority.” 

“Work is being pushed forward on 
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all fronts,” he reported, “and, al- 
though the project is only half com- 
pleted, it is expected that the initial de- 
livery of power can be made by Oc- 
tober 15th, barring unusual floods on 
the Santee river.” 


GS Federal Power Commission 
had spurred activity in the Santee 
sector also, by a declaration that its 
studies of available power there had in- 
dicated there would be a shortage of 
power in the area. This Federal agency, 
in its periodic reports of power require- 
ments in various parts of the United 
States, and estimated available power, 
noted in South Carolina for instance, a 
peak demand in October, 1940, of 1,- 
010,746 kilowatts, compared with an 
available generating capacity of 1,- 
541,088 kilowatts. By December these 
figures were 998,014 kilowatts peak 
demand, and an available generating 
capacity of 1,171,830 kilowatts, all 
figures inclusive of fuel and hydro re- 
sources, and covering the whole state 
and not the Santee area alone. 

The various government bodies 
concerned with the program became 
convinced after studying the matter, 
however, that they already were mov- 
ing as fast as practicable, with regard 
to costs or other factors; so that while 
the actual completion date probably 
would not be affected, it might be pos- 
sible to advance the time of preliminary 
generation of power from the sched- 
uled date of December 31, 1941, to Oc- 
tober 15, 1941. 

At the latter time it is expected that 
two 40,000-horsepower turbines will 
be ready for production. Actual ca- 
pacity output, according to present 
schedules, will be attained by March 1, 
1942, and is calculated at 700,000,000 
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kilowatt hours of energy per year of 
average stream flow. 


HIS suggests a question as to 

whether the present national 
emergency will, at that date, which is 
virtually a year hence, still demand 
such a power supply in a region that is 
normally more than half agricultural 
and rural. 

There comes to recollection what this 
writer gave as a consensus of opinion 
at the outset of present military activi- 
ties around Washington, that power 
from private facilities could meet the 
load. 

The Federal Power Commission on 
March Ist, however, implies that there 
has been some bad guessing: 


In approximately half the power supply 
areas there is installed, or scheduled for op- 
eration this year, sufficient capacity to sup- 
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ply the anticipated demands for 1941. In 
other areas it appears that anticipated de- 
mands can be met by encroaching on re- 
serves or by additional capacity made 
available through interconnections with sys- 
tems in adjacent areas. In certain hydro 
areas the situation can be met if favorable 
stream flow prevails. 

Pointing out, however, that “the de- 
mand for power is growing more 
rapidly than the utility systems expect- 
ed,” the commission cited nine areas 
characterized as “important war mate- 
rial” zones, where actual increased 
demands were 53 per cent higher than 
had been anticipated, and warned that 
“margins of error of this order in 
planning to meet power demands two 
years hence, when the expanding de- 
fense program will be pressing the 
country’s generating capacity, would 
mean serious power shortages such as 
threatened the defense effort in 1918.” 
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PPARENTLY, for the time at least, 
the Santee-Cooper power pro- 
gram is to appear in this light. In sup- 
port of this view there can be cited 
the activity, which this writer has men- 
tioned, of a military sort ; and undoubt- 
edly all these thousands of troops are 
living in camps, which must be lighted 
and serviced with power otherwise. 
Without putting the War Department 
to the question it is easy, from observa- 
tion in the region, to calculate that 
camps at Columbia, South Carolina, 
around Charleston, and other points on 
the coast, and in the other parts of that 
state alone, may be holding several 
hundred thousands of men who, at 
home, pull a lightswitch whenever they 
feel like it. 

On this ground the case is made for 
Santee-Cooper as a defense asset, dis- 
regarding that it was not projected in 
any such rdle. On opposition ground, as 
the redoubtable and independently 
Democratic Charleston News and 
Courier acidly commented, “all elec- 
tric power companies may be national 
defenses, and so may be all Diesel en- 
gines, and by dressing them up as such 
we may have public ownership of all 
power companies, including Santee- 
Cooper .. .” 

The editor would appear to be right 
in his forecast as to the outcome of the 
Santee-Cooper enterprise. As Mr. 
Corey observed in his report on the 
matter, this undertaking started with 
considerable misgivings on the part of 
various students of the matter, as to 
where the power was to be used, in a 
state already exporting a substantial 
amount of its private power output. 


‘ I ‘HE negotiations referred to at the 
beginning of this writing seem to 
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supply the answer. The South Caro- 
lina Public Service Authority appears 
to be no longer a strictly local enter- 
prise, but if present plans carry 
through, will be furnishing power to 
virtually all the industrially active 
parts of the state. 

At present the northwestern portion 
of the state shares with neighboring 
North Carolina the facilities of the 
Duke Power Company; Common- 
wealth & Southern’s lines extend into 
the western border and down that line 
to the southeast, below the Charleston 
area originally covered by Santee- 
Cooper’s plans. A subsidiary of Asso- 
ciated Gas & Electric serves the central 
region around the capital, Columbia, 
and subsidiaries of other national cor- 
porations the remainder of the state. 

Purchase of the subsidiaries now 
contemplated, and in actual negotia- 
tion, indicates plainly that Santee- 
Cooper would assume service in terri- 
tories now covered by these private 
companies, in large part. Thus, suc- 
cessful acquisition of the Lexington 
Water Power Company, at Columbia, 
as contemplated, a subsidiary of As- 
sociated Gas & Electric, would give 
Santee-Cooper an outlet now serving 
at wholesale three utility companies 
supplying a very extensive part of the 
state and its communities. 


P eewcms affiliate of the AG&E, 
also sought to be acquired by the 
South Carolina Authority, likewise 
supplies numerous local utilities and 
public as well as private concerns serv- 
ing various communities of the state. 
The acquisition of these various local 
affiliated private service corporations 
is now under negotiation, and is the 
step referred to earlier which will 
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finally place the authority in operation 
under public ownership. 

The details of this transition are not 
pertinent here, beyond pointing out 
again that successful culmination of 
the various deals would extend Santee- 
Cooper’s range not alone to the 
Charleston zone, but back toward the 
central, northern-central, and west- 
ern areas where most factories and in- 
dustrial activities are located. 

Which brings in a more remote as- 
pect of the national defense rdle in 
which the project is now cast. Here, 
an inquirer finds himself on more local 
ground. Charleston, as well as the re- 
mainder of the lower coastal area of 
the state, and doubtless other sections 
of the state also, is humming with ac- 
tivity incident to war preparations. 

This situation may continue indefi- 
nitely, but the question already in the 
minds of business men, large and small, 
in the section is, “What happens after 
this?” 


HERE is a disposition to regard 

Santee-Cooper’s possibilities as 
perhaps holding one or two of the in- 
scrutable answers. This program’s 
claim that it will furnish power at an 
extremely low rate holds promise of 
attracting, in the future, those addi- 
tional enterprises which southern com- 
munities rightly view, in many in- 
stances, as essential complementary 
economic support. 


N fact, a fundamental of Santee- 
Cooper’s announced objectives is 
“an integrated industrial and agricul- 
tural economy to be brought about by 
transmission and distribution of 
Santee-Cooper’s low-priced power,” 
and as predicted by its sponsors: 

“From an industrial standpoint the 
low-cost power is expected to stimulate 
industrial growth and thereby take up 
much of the slack caused by unprof- 
itable agriculture.” 

Bolstering such aims, the engineer- 
ing department of the authority is 
charged with assisting in development 
of new enterprises, particularly those 
utilizing the state’s natural resources— 
an activity in which chambers of com- 
merce at Charleston, as well as in 
other cities expecting to be reached by 
the expanded program of Santee- 
Cooper, are participating with obvious 
enthusiasm. 

Here then, is probably the basis of 
community support for the plan; and 
speculation as to the extent that such 
hopes will be realized is too concerned 
with the realities of the major problem 
already cited, of what is to come when 
the temporary spurt subsides, to worry 
too much about equally practical ques- 
tions raised by skeptics, as to where the 
state is to get $25,000,000, double that 
amount, or other sums encompassed in 
the purchases under negotiation. Bond 
issues are contemplated, supplying the 
immediate answer. 





4 J T ts of the utmost importance that all Americans should now thor- 
A oughly comprehend the elementary principles of free government 
which sometimes one is almost tempte 
“Too many of our citizens today look upon the government as some- 
thing outside of ourselves, as an agency which rules us instead of an 
agency through which we rule ourselves.” 
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to believe are being forgotten. 


—JoserH C. O’MaHONEY, 
U. S. Senator from Wyoming. 
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REA Objectives 


your issue of March 13, 1941, you present 
a detailed story on our recent financial re- 
port. You also make what amounts to a chal- 
lenge to us to declare how far rural electrifica- 
tion can go. We would like to make a couple 
of comments and, within the limits possible, 
accept your challenge. 

First of all, we find it impossible to determine 
with any degree of accuracy the number of 
farms now receiving electric service, and the 
number still unserved. We have some esti- 
mates of our own, which must necessarily be 
based in large part on estimates of private 
groups. The Edison Electric Institute has cer- 
tain figures, but I doubt that they would make 
any claims to exactness. 

The uncertainty is largely a matter of defi- 
nitions. Let me cite a few of the definitions re- 
sponsible for the confusion: 


1. Some utilities, in reporting, exclude 
from consideration rural dwellings having a 
total value of less than $500. 


2. Others exclude from _ consideration 
farms of three acres (or some other num- 
ber) or less. 

3. Some utilities consider as served any 
farm within 1,000 feet of the highline, re- 
gardless of whether it is connected or not. 

4. Some utilities report consumers on a 
meter rather than on a residential basis, and 
a farm with two meters due to the rate struc- 
ture of the company becomes two farms 
served. 

5. There is no fixed definition of a farm. 
The Census definition has been changed 
twice in the last ten years. A similar con- 
fusion exists among those attempting to esti- 
mate the number of farms served. 


An excellent example of what this confusion 
does to the figures is the case of the state of 
Connecticut. There the Census reported that 
on April 1, 1930, there were 17,195 farms. 
NELA estimated that on December 31, 1930, 
8,452 farms, or 49.2 per cent, had electric serv- 
ice. 

A bulletin of the Edison Electric oe 
dated February 27, 1941, gives the Census fi 
ure for the number of farms as of April 1 
1940, at 21,163 and estimates that 18,500, or 87.4 
per cent of these had electric service. 

These figures would seem to indicate a sub- 


stantial increase in rural electrification, some 
increase in the number of farms, and a general 
conclusion that only 2,663 farms in Connecticut 
are without electric service today. 

However, the Census as of January 1, 1935, 
reported 32, 157 farms in Connecticut and as of 
December 31, 1934, the Edison Electric Insti- 
tute estimated that ‘10, 138, or 31.5 per cent, had 
electric service! 

This will give you some idea of the relia- 
bility of the “official” figures. The estimates of 
the number of electrified farms do not seem to 
be very much out of line, but there are large 
changes in the apparent number of farms. The 
answer to this is that Census definitions 
changed while the utilities’ definitions did not. 
Thus, any attempt to relate one figure to the 
other is untenable, since they are obviously not 
on the same base. 

In the case of Connecticut, where the figures 
are small enough to be analyzed according to 
direct observation, it is a matter of common 
knowledge that there are far more than 2,663 
farms without electric service in the state. At 
least, there are far more than that number of 
dw ellings occupied and on property devoted at 
least in part to agricultural pursuits which are 
not connected to any highline. 

Yet data published in the last statistical num- 
ber of the Electrical World imply that there 
are not more than 1,000 farms, if that, without 
service. The Census of 1940 indicates that 
there are 448,887 dwelling units in Connecticut. 
The electrical industry reports that 446,760 
dwelling units are served and that the number 
of occupied dwelling units is 446,717. Thus, 
only 2,127 dwelling units are without electric 
service and 2,170 dwelling units are unoccu- 
pied. In an ‘urban state such as Connecticut, 
less than one-half of the unwired dwelling units 
would be in rural areas and, therefore, fewer 
than 1,000 farms are without electric service. 

Thus, one good reason for our not attempt- 
ing to compare the number of farms served by 
our borrowers and the number served by pri- 
vate power companies is lack of comparability. 
Our records indicate that as of December 31, 
1940, REA-financed lines were serving about 
550,000 farms; but we do not believe that sub- 
tracting this figure from the Edison Electric 
Institute’s estimate of nearly 2,000, 000 farms 
served will give the number served by private 
power companies. They may be serving more 
or less than that balance. 

This leads up to your challenge that we de- 
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clare whether or not we “ever seriously intend 
to promote electrification of farms having 
dwellings of less value than $500.” I think you 
will agree that a flat “yes” or “no” to that ques- 
tion would be silly. 

First of all, the value of a farm dwelling is 
in no way an index to the net cash income of 
the occupants. In general, I believe it is true 
that dwellings tend to have a much lower value 
with relation to income in the South than in 
the North, but even this is misleading, since 
neither net nor gross income indicates the liv- 
ing standards of families. It is only an index 
of the living standards of groups when taken 
as an average. 

Further, our policy differs so sharply from 
that of most private utilities that neither indi- 
vidual dwelling value nor individual income 
is any indication of the feasibility of service. 

Our systems are developed on an area basis 
and our determination of feasibilty is on the 
base of the whole system rather than mile by 
mile. Thus, we may find it feasible to electrify 
an area which has a considerable number of 
low-income families within it. 

Whether or not they get service is deter- 
mined only by whether they can afford the 
monthly cost. Since REA systems do not make 
a per-foot or per-pole charge for connecting 
the farm buildings with the highline, the farm- 
er’s only capital outlay is his membership fee, 
usually $5, and his wiring cost. 

Many farmers of very low income can afford 
to spend $2.50 per month for electricity. This 
is especially true because we emphasize those 
uses of electricity which reduce farm operat- 
ing costs or increase farm income. In many 
cases electricity pays its own way or its cost 
is no greater than the amount paid for less de- 
sirable substitutes to perform the same service. 

However, in many areas, especially in the 
South, after the lines have been built, we find 
that a number of the poorest farms simply 
do not have the available cash or income to 
contract for standard service. Since many such 
farms can be served at very low incremental 
costs and the systems can well afford to carry 
the business, we have developed various tech- 
niques which bring at least the minimum bene- 
fits of electricity to the poorest farmer. One 
plan known as the Limited Service Plan is 
based on a low capacity transformer, new and 
inexpensive lightning protectors and circuit 


breakers, underground cable to the house laid 
in a trench which the farmer himself digs 
and backfills, and a new inexpensive meter, 
This plan makes it possible to supply enough 
electricity for the operation of lights, a radio, 
and a few small appliances for about $1 a 
month. 

New and simplified wiring plans installed in 
groups under contract make it possible for the 
farmer to wire his house with a capital outlay 
of $1 and monthly payments of 50 cents. 

Thus, our index to the feasibility of service 
has nothing whatsoever to do with the value of 
the individual farm and the income of the in- 
dividual farmer. If the area can support a 
utility system under the REA plan, and re- 
quests assistance, funds should be made avail- 
able. But it is perfectly true that some areas 
will not today support rural electrification on 
the basis of present costs and income. 

With an agricultural situation which is 
changing as rapidly as ours, no economist can 
possibly define these areas nor indicate how 
many farms lie within them. Some areas in the 
country are being taken out of production. 
Others, now arid, may, within a few years’ 
time, be reclaimed through the building of 
dams and the introduction of soil conservation 
methods. The national defense program is hav- 
ing its effect on farm economy and will have 
a more profound effect in years to come. 

We would like to answer your question. And, 
very frankly, we would like to know the answer 
ourselves, but that answer is bound up with 
such broad trends that no man can give it. 

There is only one index that we have: The 
demands on our funds and the proportion of 
applications which we find feasible, and in 
these there is thus far no sign of abatement. 

We have less than $5,000,000 remaining from 
this year’s funds. Applications now pending 
total nearly $100,000,000. It is probable that 
$100,000,000 will be available for lending dur- 
ing fiscal 1942. 

You may find this answer unsatisfactory, but 
I believe you will agree that it is the only one 
we or anyone else can give. 

Thank you for your comments on our re- 
port. We hope future ones will be more in- 
formative as our system for collecting data 
is strengthened. oe 
—KEnpDALL Foss, Chief, Information Division, 

Rural Electrification Administration. 
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“WHETHER in war or in peace, the electric light and power industry's chief 
objective is to provide useful and efficient service. It is through the worth and 


merit of what is given in service that any industry can earn a large enough 
return upon capital to attract investors and permit management, through 
the wise use of resources, to maintain and expand facilities. In the field of 
electricity, management has an especially difficult task today because operat- 
ing efficiencies are being offset by such uncontrollable factors as rising 
taxation and higher costs of materials and supplies.” 
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—Epwarp L. SHEA, 
President, North American Company. 
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Wire and Wireless 
Communication 


INANCIAL and operating data relating 

to common carriers and broadcast sta- 
tions subject to the provisions of the 
Communications Act have been assem- 
bled in a single volume entitled “Statis- 
tics of the Communications Industry in 
the United States,” which was recently 
placed on sale by the Superintendent of 
Documents, Government Printing Office, 
Washington, D. C., at a price of 25 cents 
a copy. 

These statistics, compiled by the ac- 
counting, statistical, and tariff depart- 
ment of the Federal Communications 
Commission from reports filed with the 
commission, are being presented in year- 
book form for the first time. The initial 
volume covers the year ended December 
31, 1939. 

The publication includes summary 
data, individual company data, inter- 
corporate relationships of telephone, 
telegraph, cable, and radiotelegraph car- 
riers, and financial and operating data 
relative to standard broadcast stations 
and networks. Several of the more in- 
teresting graphic illustrations from this 
volume concerning the telephone indus- 
try are reproduced on pages 672 and 673. 

The compilation replaces mimeo- 
graphed material heretofore issued at in- 
tervals and is augmented by statistical 
tables formerly included in the commis- 
sion’s annual report to Congress. 


* * * * 


o> drastic “antimonopoly” report 
adopted by the FCC on May 2nd 
(Commissioners Craven and Case dis- 


671 


senting) promises to stir up more con- 
troversy on the air waves than the still 
sputtering differences between the 
broadcasters and the American Society of 
Composers, Authors, and Publishers over 
music rights. The FCC regulations, os- 
tensibly designed to foster and strengthen 
network broadcasting by opening up the 
field to competition, were hailed by 
Chairman Fly as “a Magna Charta for 
American broadcasting stations.” They 
were hailed by President Paley of Co- 
lumbia Broadcasting System as a trick to 
reduce “the networks and stations of 
America to impotent vassals.” 

Early expressions of opinion on the 
commission’s order came mostly from in- 
dignant broadcasting officials. Niles 
Trammell, president of the National 
Broadcasting Company, charged that the 
new regulations were “a definite step 
towards complete government control of 
radio,” and that “chaos, not further com- 
petition, would result from the blow 
aimed at the American system of broad- 
casting.” 

Samuel R. Rosenbaum, president of 
Station WFIL of Philadelphia, said: 

Separation of the Blue network from the 

NBC seems a drastic punishment of its affil- 

iated stations for the service they have ren- 

dered the public. It might be justified if the 
public receives compensating advantages. 

The public interest is paramount and no 

private interest can stand in its way. 

However, the report of the commission’s 
order sounds as if its effect would be to 
break down not only the Blue network but 
the entire structure of American network 
broadcasting as we know it. 


Mark Ethridge, appointed by Presi- 
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dent Roosevelt to study concentration 
and control of broadcasting, went to see 
the President with regard to the order. 
A former president of the broadcasters’ 
association, Mr. Ethridge’s attitude 
was presumed to be critical of the com- 
mission’s order. However, it was expect- 
ed that his position would be clarified at 
the annual convention of the National 
Association of Broadcasters which 


opened in St. Louis on May 12th. 


HE Women’s National Radio Com- 

mittee, representing more than 
twenty women’s groups, criticized the 
commission’s action as “undemocratic, 
un-American, and an infringement of 
liberty at a time of crisis when the pres- 
ervation of free speech, press, and radio 
is essential to the continuance of demo- 
cratic institutions.” 

On the other hand, William H. Grim- 
ditch, vice president of Philco Corp., 
praised the commission’s order. He said 
that it “marks the beginning of a period 
of enlarged opportunity for the radio 
broadcasting industry.” Principal criti- 


cism seems to be aimed at that portion 
of the commission’s order which would 
require the National Broadcasting Com- 
pany to dispense with the ownership and 
control of the so-called “Blue network,” 
which the commission said had been used 
as a “buffer to protect the powerful Red 
[network] against competition.” 

The commission’s majority declared 
that among the three large broadcast- 
ing companies (National, Columbia, and 
Mutual) 97 per cent of the nation’s 
broadcasting facilities are “affiliated” by 
contracts to one or the other of the four 
“networks” (National owning two of 
these). 

The commission finds the network 
system, as such, to be “in the public in- 
terest,” but it objects to the general char- 
acter of the contracts upon which the 
networks are built on the ground that 
they are unduly restrictive and tend 
toward “monopolistic” conditions, and it 
objects to one company operating two 
networks. 

Three possible alternatives, it said, are 
open for conduct of broadcasting. One is 
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free competition, another is government 
ownership and control, and the third such 
rigid regulation as is now applied to tele- 
phone and telegraph companies. Of the 
three it favors free competition which, 
it believes, “after a fair test, will best 
protect the public interest. That is the 
American system.” It would have the 
broadcasting stations which constitute a 
single network free to change “affilia- 
tion” and to choose or reject programs 
without regard to their source. In gen- 
eral, it would have the ties which affiliate 
a broadcasting station to a network 
greatly loosened so as to give each sta- 
tion a wide measure of autonomy in its 
operations, and throw the field open to a 
continuously active competition between 
the three major organizations for outlet 
of their programs. It would also compel 
divestment by the company which at 
present operates two networks of one of 
them. 


HE commission minority opposed 
these views and insisted that the re- 
sult would not be to the advantage of the 
public, as it may bring about a situation 
“in which competition among compe- 
tently managed networks would be re- 
placed by an unwholesome conglomera- 
tion of opportunistic ‘time-brokers’ cater- 
ing to an aggregation of local monopolies 
in various towns and cities” which “in- 
stead of resulting in ‘free competition’ 
would more likely create ‘anarchy’ or a 
kind of business chaos in which the serv- 
ice to the public would suffer.” 
Chairman Fly said that if judicial ac- 
tion is to be taken against the major 
broadcasting companies, it is “up to the 
Attorney General.” 


* * * * 


f ip FCC’s action on May 2nd, giv- 
ing the television industry a green 
light for commercial operation July Ist 
was not expected to start very much of a 
boom industry. A year ago the Radio 
Corporation of America was all set to go 
with active promotion of the sale of tele- 
vision receiving sets. Then the FCC in- 
tervened with its order holding commer- 
cial operations in abeyance pending fur- 
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ther agreement within the industry on 
engineering standards. 

Since then the war situation with a 
shortage of materials and trained tech- 
nicians has altered the picture. Last 
March network representatives of both 
NBC and CBS before FCC hearings 
warned against setting commercial tele- 
vision off to “another false start.” 

Now that the commercial ban has 
finally been lifted, the manufacturers are 
beginning to hint that it might be well, in 
view of the uncertain state of affairs, to 
hold back active promotion of commer- 
cial television as a backlog to take up the 
economic slack which is expected to fol- 
low the completion of the nation’s de- 
fense effort. However, the FCC by its ac- 
tion on May 2nd has finally acquitted 
itself of charges that it is “blocking” 
commercial television. The standards 
finally agreed upon fixed the television 
image at 525 lines with 30 frames a sec- 
ond interlaced. 

The commission requires the sound 
signals to use frequency modulation but 
the transmission of visual signals will be 
effected by amplitude modulation. After 
six months of practical tests, the FCC 
will consider further changes, possibly 
color transmission. 

While no intensive promotion of tele- 
vision was in prospect, it was anticipated 
that some of the established stations 
would take up the new radio medium ina 
modest way, serving as much of an audi- 
ence as the limited supply of television 
receivers will make available. 


* * *K * 


O* May 5th, two merger hearings of 
interest to the communications in- 
dustry began in Washington, D. C., and 
Philadelphia, Pennsylvania, respectively. 

In the capital city the Senate Inter- 
state Commerce Committee, under the 
chairmanship of Senator Wheeler, began 
the exploration of the proposed merger 
of the two national telegraph companies. 
In Philadelphia hearings were continued 
before an FCC examiner in the proposed 
merger of the Keystone Telephone sys- 
tem with the New Jersey Bell Telephone 
Company. 
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Financial News 


and 
Comment 


By OWEN ELY 


Niagara Hudson Power 


E are including Niagara Hudson 

Power in the current series of re- 
views on leading operating companies, 
because while technically both a holding 
company and the subsidiary of a regis- 
tered holding company it properly be- 
longs in the operating company class. 
Since United Corporation owns over 10 
per cent of the voting stock, the SEC 
classifies Niagara as a subsidiary, though 
both corporations have denied any man- 
agerial connection. And while the 
Niagara system comprises some twenty 
companies (with five principal operat- 
ing subsidiaries), about thirty com- 
panies have already been eliminated, and 
a general merger of the operating com- 
panies has been proposed to the public 
service commission of New York 
(though temporarily the plan is held in 
abeyance owing to changing economic 
conditions and the defense effort). 

Niagara Hudson is affiliated, through 
the Schoellkopf-Carlisle-Brady inter- 
ests, with Consolidated Edison of New 
York, and owns 201,500 shares of that 
company’s common stock (at present 
prices worth about $4,000,000). It also 
owns 445,738 shares (29.72 per cent) of 
Central Hudson Gas & Electric Corpora- 
tion, with which it has an extensive 
power interchange. Investments in 
other-than-system companies are carried 
at about $18,000,000. 

The Niagara system, entirely intra- 
state except for two small Canadian 
units, is the largest distributor of elec- 
trical energy in the world, though in dol- 
lar assets the system is only about half 
as large as Consolidated Edison. It sup- 
plies electricity to many of the principal 
communities in upstate New York. (A 


sizable area in the southern and extreme 
northern sections is serviced by Asso- 
ciated Gas.) The electric properties are 
closely interconnected; about half the 
power is obtained at Niagara, 10-20 per 
cent generated at other hydro stations, 
15-20 per cent purchased, and the bal- 
ance generated from steam. An im- 
portant steam plant is being constructed 
at Oswego. Niagara Hudson also supplies 
gas to many cities, gas sales being about 
12 per cent of system revenues. Natural 
gas is purchased from New York State 
Natural Gas Corporation (an affiliate of 
Standard Oil and Columbia Gas) and is 
sold straight or mixed with manufac- 
tured gas, which is produced at Syracuse. 


ce five principal operating subsid- 
iaries are New York Power & Light 
and Central New York Power, directly 
controlled; Buffalo, Niagara Electric, 
Niagara Lockport & Ontario Power, and 
Niagara Falls Power, controlled through 
the subholding company, Buffalo, Niag- 
ara & Eastern Power. The first two com- 
panies are bonded at about $66,000,000 
and $61,000,000, respectively, while the 
three Niagara companies have an aggre- 
gate funded debt of about $98,000,000. 
System capitalization may be summar- 
ized as follows: 

Per- 
centage 


42% 


Millions 

Funded debt of subsidi- 

aries 
Preferred stocks of 

subsidiaries 23 
Serial bank notes 

(parent company) .. 8 1 
First preferred stock .. 38 7 
Second preferred stock 10 2 
Common stock and sur- 

plus (9,581,009shares) 134 25 


$541 100% 
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The system thus has a conservative 
funded debt ratio, but the proportion of 
common stock equity seems a little below 
average. An analysis of the 1940 consoli- 
dated income statement shows how the 
revenue dollar was disbursed: 

Expenses 

Depreciation 

Maintenance 

Taxes 

Fixed charges* 

Dividends 

Balance to surplus 


*Including subsidiary preferred dividends 
and crediting miscellaneous system income. 


The proportion of the revenue dollar 
absorbed by depreciation and taxes has 
increased rapidly in recent years. Thus 
in 1933 the predecessor corporation ap- 
propriated only about 12 per cent of rev- 
enues for maintenance and depreciation, 
as compared with the present 18 per cent; 
and taxes absorbed only 14 cents of the 
revenue dollar contrasted with the pres- 
ent total of 19 per cent (and the still 
larger total faced in 1941). The result- 


ing decline in share earnings is indicated 

in the table below, which reflects the 
common stock record in recent years. 

Price Range 

Earned Dividend High Low 

$.15 


Year 


25 
40 
40 
25 
80 
60% 


> CUNWWeOhUUIwW 


w 
* 


*Adjusted to reflect one-for-three exchange 
in 1932. 


Principal system stocks are listed on 
the New York Curb, current prices and 
yields being about as follows: 

Price Yield 

Buffalo, Niag. & Eastern 

$5 1st preferred 5.3% 

$1.60 2nd preferred .... 18 8.9 
Niagara Hudson Power 

$5 1st preferred 

$5 2nd preferred 

Common (15¢) 
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Owing to the rapid increase in power 
output, coupled with defense activities 
(the week ended April 19th showed a 
gain of nearly 24 per cent over last year), 
earnings on the common stock for the 
twelve months ended March 3lst in- 
creased to 73 cents a share compared with 
47 cents in the previous period. The com- 
mon stock is, therefore, selling currently 
at only about three times the earnings, 
and at about one-third last year’s high. 

This result is probably due in large 
part to fears regarding eventual govern- 
ment competition which might result 
from the St. Lawrence waterway and 
power development. This project, for- 
merly rejected by Congress, has been re- 
vived by President Roosevelt through 
the use of emergency war funds to 
initiate test borings, etc. Due to the facts 
that it will require several years to com- 
plete the power development, and that a 
steam plant could probably be built more 
cheaply and quickly, there has been con- 
siderable criticism of the project as a “de- 
fense” measure. There is some present in- 
dication that the administration may not 
try to push the necessary legislation 
through Congress at this time. At cur- 
rent levels Niagara’s preferred and com- 
mon stocks appear to have discounted 
rather adequately this unfavorable devel- 
opment, particularly as the company 
would probably cooperate with the gov- 
ernment in distribution of any power 
which would become available from the 
Federal project. 


¥ 


Dividend Restrictions Planned 
To Hasten Holding Com- 
panties’ Dissolution? 


N its “integration” orders issued un- 
der § 11, the SEC has indicated that 

a year or so would probably be allowed 
to dispose of operating properties which 
do not fit into the “picture” as envisaged 
by the commission. Possibly anticipat- 
ing dilatory tactics or court appeals, the 
SEC appears to be preparing a few legal 
“big sticks” for use on recalcitrant or 
tardy holding companies. One of these, 
on which the industry has been asked to 
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give its views, was discussed a fortnight 
ago in this department—the proposal that 
preferred dividends should be paid to the 
public ahead of payments of principal or 
interest on debts to parent holding com- 
panies. 

Another and far more drastic proposal 
(thus far only in the rumor stage) was 
perhaps forecast in the El Paso Electric 
decision. The commission required the 
company to reduce its funded debt from 
62.4 per cent of total capitalization to 54 
per cent, and imposed a restriction on 
common stock dividends which eventual- 
ly would bring the ratio below 50 per 
cent. Again in the Florida Power Case 
the commission fixed a dividend restric- 
tion, pending reduction of the ratio of 
debt to net property to 50 per cent. The 
criticism leveled at the Consumers Power 
debt ratio, upsetting that company’s 
finance program, will also be recalled. 

According to a special story in The 
New York Times, the SEC, instead of 
applying its ideas from time to time as 
special questions of financing come be- 
fore it, may now consider applying a 
general and uniform application of the 50 
per cent ratio. It is not clear whether 
the commission prefers a ratio to total 
capitalization, or to net property account. 
The latter would seem more logical, al- 
though in most cases it represents a more 
stringent requirement, since net property 
is usually a smaller figure than capital 
and surplus. 

Such a rule could not easily be evaded. 
Property write-downs and reductions, 
while frequently considered necessary or 
desirable by the SEC, would of course 
have the effect of increasing the funded 
debt ratio, thus aggravating the problem. 
One possible solution would be to issue 
preferred or common stock in refunding 
operations, along with bonds; but this 
would, of course, reduce the potential 
savings from refunding, and common 
stock sales would create a minority in- 
terest which most holding companies 
seek to avoid. The most drastic solution 
—and one which the SEC might not be 
averse to—would be to sell the operating 
company to the public—lock, stock, and 
barrel — in which case the commission 


would no longer have jurisdiction over 
dividend payments (except perhaps in 
financing operations under the Securi- 
ties Act). 


HE tables on pages 678 and 679 

list alphabetically the principal 
holding company systems, showing the 
more important operating subsidiaries 
whose ratio of funded debt to net proper- 
ty account in 1939 exceeded 50 per cent. 
In the second column the common stock 
dividends paid in that year are tabulated. 
In some cases, due to small minority 
holdings, not all these dividends were 
paid to the holding company, and in other 
cases they did not reach the top holding 
company because of absorption by sub- 
holding companies. Hence further 
analysis would be necessary to show the 
exact effects on the holding company’s 
income, particularly in systems such as 
Associated Gas & Electric and United 
Light and Power. However, the tabula- 
tion will serve to illustrate the damaging 
effects which such an arbitrary rule 
might have on holding company finances, 
in many cases endangering the payment 
of interest and preferred dividends. If 
the commission at the same time should 
set up more rigid depreciation require- 
ments, the effects on holding company 
utility finance, when combined with 
threatened increases in the tax burden, 
might be rather devastating. 

If the ratio were set up as 50 per cent 
of total capitalization, many companies 
listed in the tabulation could be omitted. 
While the figures differ in each case, in 
general a ratio of 55 per cent to net prop- 
erty would seem roughly equivalent to 50 
per cent of total capitalization ; and a 55 
per cent ratio would eliminate some im- 
portant companies such as West Penn 
Power, Pennsylvania Electric, Consum- 
ers Power, Dallas Power & Light, Vir- 
ginia Electric & Power, Central New 
York Power, Buffalo, Niagara Electric 
and Columbus & Southern Ohio Electric. 
However, even with this modification the 
results would be sufficiently drastic to 
make it advantageous or necessary in 
many cases to liquidate holding company 
investments in the companies affected. 
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Ratio Funded Common Dividends 
System and Debt to Net Paid in 1939 
Operating Company Property 1939 (000 omitted) 


American Gas & Electric 
Ohio P $4,374 
Indiana & Michigan Electric 57 718 
Kentucky & West Virginia Power 92 


American Power & Light 

Florida Power & Light a 
Central Arizona Light & Power 650 
Kansas Gas & Electric 642 
Texas Power & Light 1,100 
Portland Gas & Coke a 
Nebraska Fower 1,300 
Pacific Power & Light 00 
Northwestern Electric 


American Water Works 
Potomac Edison 
Monongahela West Penn 
West Penn Power 


Associated Gas & Electric 
Tide Water Power 
New Jersey Power & Light 
Kentucky-Tennessee Light & Power 
Eastern Shore Public Service 
Northern Pennsylvania Power 
Metropolitan Edison 
Florida Public Service 
Florida Power 
Pennsylvania Edison . 
Pennsylvania Electric 
Georgia Power & Light 
Louisiana Public Utilities 
Virginia Public Service 
Keystone Public Service 


Cities Service Power & Light 
Toledo Edison 
East Tennessee Light & Power 
Springfield Gas & Electric 
Public Service of Colorado 
St. Joseph Railway, Light, Heat & Power 
Ohio Public Service 
Empire District Electric 
Central Arkansas Public Service 


Commonwealth & Southern 
Ohio Edison 
Mississippi Power 
Alabama Power 755 
South Carolina Power re 
Consumers Power 4,048 
Pennsylvania Power 220 


Electric Power & Light 
Arkansas Power & Light Se 
New Orleans Public Service sm 
Louisiana Power & Light 456 
Dallas Power & Light 945 


*Paid $75,337 in 1940, large preferred arrears having been cleared up in that year. 
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——— 
widends Engineers Public Service 
1939 Savannah Electric & Power 


tied) El Paso Electric 
Virginia Electric & Power 
Puget Sound Power & Light 
Gulf States Utilities 


Middle West Corporation 
Kansas Electric Power 
Public Service of Oklahoma 
Central Power 
Central Power & Light 
Lake Superior District Power 
Southwestern Gas & Electric 
Southwestern Light & Power 
Oklahoma Power & Water 
Central Illinois Public Service 
Michigan Gas & Electric 
Michigan Public Service 
Arkansas-Missouri Power 
Wisconsin Power & Light 
West Texas Utilities 
Kansas Power 
Northwestern Public Service 
Kentucky Utilities 
Missouri Public Service 


National Power & Light 
Houston Lighting & Power 
Pennsylvania Power & Light 


Niagara Hudson Power Company 
Central New York Power 
New York Power & Light 
Buffalo, Niagara Electric 


North American Company 
Illinois-lowa Power 
Missouri Power & Light 
Kansas Power & Light 
Wisconsin-Michigan Power 
Wisconsin Electric Power 
Union Electric of Missouri 
Wisconsin Gas & Electric 


Ogden Corporation 
Interstate Power 
Central States Power & Light 
Laclede Gas Light 


Standard Gas & Electric 
California Oregon Power 
Wisconsin Public Service = 
Oklahoma Gas & Electric 1,151 


United Gas Improvement 
Luzerne County Gas & Electric 
Delaware Power & Light 


United Light & Power 
Milwaukee Gas Light 315 
lowa-Nebraska Light & Power 562 
Kansas City Power & Light 3,281 
Columbus & Southern Ohio Electric 1,201 
Michigan Consolidated Gas 1,784 
San Antonio Public Service 291 


Bal 
1,425 
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What Others Think 


A Governor’s Plea for State 


Water 


E must cling to our Federal union 
W which is designed to protect and 
foster our national institutions. But at 
the same time we must recognize the need 
for local regulation and administration. 
This was the distinction emphasized by 
Governor Ralph L. Carr of Colorado in 
an address before the conference com- 
mittee on natural resources and defense 
in connection with the recent annual 
convention of the United States Chamber 
of Commerce in Washington, D. C. 

The national government, said the 
speaker, is not qualified to solve all the 
local problems of all sections of the coun- 
try. Nor can it substitute federally con- 
trolled regional authorities for satisfac- 
tory local government. Artificial home 
tule cannot be fabricated by first cen- 
tralizing powers in Washington and then 
purporting to decentralize them through 
so-called ‘‘regional authorities” bearing 
a Federal label. The governor stated : 


To no man or group of men has been given 
the talent to go into the semiarid sections of 
the West, for instance, and with only two 
main objectives—flood control and the de- 
velopment of hydroelectric power—to change 
the manner of life of all of our people and 
render it necessary for them to modify their 
activities, their plans, and their thinking so 
as to become subservient to an artificial 
authority set up without regard to geogra- 
phy, to climate, to history, to property 
rights, or to the ideals of the individuals 
affected. . . . 

Recently there was introduced into the 
Congress a measure intended to place the 
drainage basins of the Arkansas, the St. 
Francis, the Red, and the White rivers, under 
a regional authority by a law drafted along 
he lines of the Tennessee Valley Authority 
ill. 

To a board of three men appointed by the 
President of the United States and respon- 
sible only to him, absolute control would be 
given over the drainage basins of those four 
rivers, including every drop of water which 
falls therein. 

Under the Constitution, the states reserved 


Rights 


the power to compact with respect to any 
question not national in its nature. By this 
act the states through which the rivers run 
might not compact without permission from 
the authority. No highway, no bridge, no 
ditch might be constructed without the con- 
sent of that board. All financial questions 
would be settled by provisions of the bill 
which would give the authority the right to 
expend not more than $150,000,000 and to 
issue the bonds of the United States govern- 
ment therefor, in order to acquire property 
either by purchase or by condemnation and 
to construct reservoirs, canals, and hydro- 
electric power systems. Further, it might 
set up single projects at a cost not to exceed 
$50,000,000 each. But there would be no 
limitation of the number of such projects. 


| Bigs Carr praised the past 
achievements of the Bureau of 
Reclamation in developing the semiarid 
wastes. He likewise praised the flood- 
control work of the Corps of Army En- 
gineers. But the Arkansas Valley Act, 
the governor fears, would rob his state 
of precious water rights. It would empha- 
size flood control and hydroelectric de- 
velopment at the expense of other in- 
terests. He observed that, in a section 
fairly well served with power, where 
flood control is not essential, “the major 
interests and industries should be con- 
sulted and preserved.” 

He mentioned coal mining in southern 
Colorado and said that “No man has 
explained the necessity for controlling 
the river flow when the power is carried 
to consumers on copper wires strung on 
poles far from the river channel.” He 
suggested that “someone wishes to con- 
trol the whole river drainage.” He con- 
tinued : 

If the lower states need protection from 
floods and if they can develop cheaper power, 
no one in the dry section objects. But in 
order to build great public works it has not 


been necessary in the past to assume control 
over a whole river drainage. If Colorado is 
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without the area of heavy rainfall and power 
possibilities it should not be included with 
the authority’s jurisdiction. 

The Arkansas Valley Authority bill is, of 
course, comparatively unimportant to the 
people of all the country. It deals with a 
section which supports only a small number 
of persons and involves rivers of compara- 
tively little note. To those of us who live in 
the West, however, it is of vital importance. 


By way of suggesting what might be 
done to prevent the Federal government 


from gobbling up jurisdiction over al] 
watersheds under authority of the “New 
River decision,” Governor Carr said the 
act might “declare all rivers west of a 
certain point non-navigable, thereby 
denying jurisdiction of the Congress,” 


FEDERAL ENCROACHMENT THROUGH REGIONAL 
Autuorities. Address by Governor Ralph 
L. Carr. Chamber of Commerce of the 
United States, 29th annual meeting, April 
28-May 1, 1941. Washington, D. C. 





A Utility Man Talks Plainly 
On Defense Effort 


BLUNT warning that aid promised by 
America to nations resisting the 
Axis is perilously near to being foolhardy 
was voiced in a speech before the 
Chamber of Commerce of the United 
States at its recent annual convention in 
Washington, D. C., by W. C. Mullen- 
dore. Mr. Mullendore is the executive 
vice president of the Southern Cali- 
fornia Edison Company, Ltd., as well as 
a former vice president of the chamber. 
He told the meeting that America is do- 
ing no kindness in leading other people 
to rely upon aid “which we cannot fur- 
nish.” First, Mr. Mullendore questioned 
whether we really know what we are do- 
ing, where we are going, and what we are 
after. He stated: 


First of all, is it true that we are com- 
mitted to the greatest war effort in our his- 
tory? Who can successfully challenge the 
truth of that assertion, startling though it 
seems? Except in general terms, no one has 
defined, and probably no one can define for 
us the size or limits of our undertaking. We 
have not declared war, but the President has 
clearly indicated that we are committed to 
seeing war throughtoavictoryover the forces 
of aggression. How we would define victory, 
whether it means or will require invasion of 
Europe by armed force, whether we will pur- 
sue victory if England should fall, when we 
will be satisfied that we have established the 
“four freedoms” in the world, no one has 
undertaken to say. But it is incontrovertible 
that we have allied ourselves with the cause 
of the British Empire and that we have 
undertaken to do whatever may be found 
necessary to bring about the defeat of what 
is for the present the greatest aggregation of 
armed force, of military power, the world 
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has ever seen. Whether we should have done 
so, whether our own vital interests demanded 
this commitment is still a subject of debate, 
but so far, at least, as it bears upon the extent 
of our present endeavor and program, we are 
officially committed to a “total effort.” 


, + commitments now made, the 
speaker said, have carried us froma 
$10,000,000,000 defense program of 
eleven months ago to a point where 
measured by man-hours or dollar value, 
we have already contracted in excess of 
the total expenditures for World War I. 
Are we any better prepared to do this 
than for World War I? Mr. Mullendore 
raised some doubts. He conceded that we 
started off our present defense program 
with more unemployment, more idle pro- 
duction capacity, and greater agricultural 
surpluses than in 1916-17. In short, we 
were better prepared to handle the load. 
Also, we have made great improvements 
in production technique, particularly in 
production per man-hour—thanks to the 
efficiency of our application of mechani- 
cal energy. But are we strong in other 
respects? The speaker continued: 
Nevertheless, some people assert that even 
if that be true, we are stronger and com- 
paratively better equipped to produce than 
when we made our greatest previous effort 
in expansion of production twenty-four 
years ago. But are we stronger? Let us see. 
In 1916 the Federal debt was less than one 
and a quarter billion dollars. Today it is fast 
approaching fifty times that amount. In 1916 
our normal Federal expenditures were $734,- 


000,000; now they are about eight and one- 
half billion; in 1916 Federal taxes were 
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ver all $726,000,000; by 1940 they had increased activities and expenditures at this time. 
e “New some 600 ag pane . 1916 ap sete 0 We must sacrifice to protect national 
a overnment toward bus:ness was friendly. é : : aie 4 
said the Today there is far too much suspicion and solvency. National insolvency—a break 


st of a jealousy, not to say hostility, in government down in credit and possible inflationary 
leadership toward business leadership, and collapse—would leave only the alterna- 
their joint efforts are less cooperative and tive of total regimentation. We seem to 
hence less effective. =a ... have forgotten that the swollen bank de- 
EGIONAL A similar growth of suspicion and hostile P d di hich 1 
r Ralph attitude characterizes the relationship be- POSiIts and easy credit upon which we rely 
of the tween labor and management as compared as evidence of capital and purchasing 
x, April with 1916. Not only are labor resources im- power for unlimited defense expendi- 
paired by this increased antagonism between tures are largely the result of wealth 


management and labor but the hours worked wis ; 
are shorter and the rate per hour is higher. CONSumption instead of wealth creation. 


During the past decade and prior to the war They are the result of debts and deficits 
construction, the country’s expenditure on rather than savings and accumulation. 
plant and equipment has been insufficient by The speaker recalled a warning con- 


a wide margin to maintain the capacity of the : ; : 
previous period or to keep pace with the tained in the Reynaud-Daladier report 


growth of population. The average age of just prior to the fall of France: “Actu- 


ve done our durable goods, such as houses, railroads, ally that part of the French population 

— and — of so ag 7 a ge which creates wealth, which labors for 
e) ate, was mucn greater in an in . so, : + St ex . 

e extent a very large percentage of the consumption the future, is continually diminishing, 


, 


we are of the depression decade has been provided while that part which, directly or in- 
E” 


for not through the concurrent exchange of directly, lives on the state is constantly 
goods and services for goods and services, growing.” It was this trend which cul- 


le, t but through the acceptance of future promises : : : 
—— to pay in exchange for the goods and services minated in the words of Marshal P etain, 
consumed, thus contributing to that un- also cited by Mr. Mullendore: “The 
m of balanced condition which today threatens spirit of pleasure has prevailed over the 
where = — of ~ — a spirit of sacrifice. The people have de- 
value, ince 1916, our standard of living has ; 
ess of greatly increased, at least in the sense that manded more than they have given. They 
it takes more labor, materials, and services wanted to spare themselves effort.” Pe- 
Nar I. to meet the demands included within normal tain was referring to the French defeat. 
lo this living requirements, and hence a greater 
ndore Ltiesyera of total production is taken by Basses to nonessential activities of 
hat we Senor ee our Federal government, Mr. Mul- 
ogram Mr. Mullendore said that we have lendore made some references of special 
€ pro- obviously failed to grasp the full mean- interest to the utility industries: 
iltural ing of “total effort.” As a nation we are Our government has a responsibility be- 
rt, we indifferent about the interruption of vital yond that of merely refraining from un- 
load. war production. We are indifferent about necessary expenditure. Government must 
ments the pursuit of nonessential projects b at Eh enere Sy ee eee 
er : projects Dy ing sacrifices from those who pay, also re- 
y b governmental agencies. We are indiffer- _ quire sacrifices from those who benefit from 
: the ent to the lack of unity in definition or pathy aa tgp 4 oF = 
shani- . cult for the taxpayer to see the justification 
acceptance of war aims and purposes or ; ~~ = } 
other the ero of our partici an Gavele for dowbling the expundiqutes on See Smee of 
Pp Pp x Government Reports, for expanding the 
activities of agencies dealing with improv- 
it even ing land practices, or of immediately inten- 
| re HE speaker warned that we must — the program of the Fish and Wild 
p ee repare for gre acrifices, such a Ainge 
y-four y qu gn p ay pansion of already existent activities which 
1S see. In the last war we cheerfully went with- have no clear relation to immediate defense 
n - out such foods as wheat, meat, and sugar a eer pore ren are —— in 
is fast to su . ies. the name of national defense. Not content 
n 1916 We apply Pgh aio — _—— ea with the extensive regulations of the power, 
$734,- st GO this again and more. Agents coal, and other industries, it is being urged 
1 one- and agencies of government must like- also that the oil industry should be brought 


were wise curtail the less essential of their under similar governmental control. Further, 
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The (Baltimore, Md.) Sun 


“COM’ ON BREAK IT UP!” 


a strenuous effort is being made to throw the 
cloak of national defense over the promotion 
of such projects as the St. Lawrence water- 
way and other authorities to be modeled 
after the TVA. 

Many of these projects could not be jusii- 
fied under conditions of peace and pros- 
perity. Now, when they could not possibly 
be completed in time to contribute to the 
really urgent defense needs, but when they 
would divert labor and materials which are 


badly needed in defense industries, to attempt 
to justify them by specious reasoning and 
juggled facts which connect them with de- 
fense, raises serious question as to whether 
there is adequate understanding of the 
seriousness of our crisis within those gov- 
ernment circles where we expect to find it 
first and above all. 


In a concluding plea to look out for 


our own interests that we may not destroy 
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ourselves in saving others, Mr. Mullen- 
dore stated : 


One of our greatest perils in our present 
pursuit of missions abroad is that we shall 
undertake more than we can perform, and in 
the exhaustion resulting from overtaxing 
our strength, fail both in our rescue mission 
and in the maintenace of our own republic. 
A false and foolish pride which prevents men 
and nations from recognizing the limit of 
their power and resources has led to many 
tragedies. We are now making very broad 
and generous promises of aid and assistance 


quires not only boldness and courage but 
judgment as well. 

The demands upon us from those to whom 
we have promised assistance will be un- 
limited. They cannot and will not limit their 
demands to those which are within our ability 
to meet. They are properly first concerned 
with their own salvation, just as we must be. 
It is therefore up to us to determine what we 
are able to do, and if we do not limit our- 
selves to that which we can perform without 
incurring insolvency or embracing the 
totalitarian state, we will have failed. 


Destiny, the speaker said, has brought 


throughout the world to an extent which is ys into the midst of one of the great 


perilously near to being foolhardy. To lead 
other peoples to rely upon aid, which we can- 


crises of civilization. If we have the will 


not furnish is no kindness to them nor credit to choose and follow the thorny road of 
to us. ee ; mutual trust and sacrifice, we will 
We are responsible if we mislead others emerge with a better civilization. If we 


to their injury, and we alone can appraise 
accurately our ability and determine what 


fail, another tragic end will be written to 


is within our power to undertake and another glorious chapter in the upward 
adequately perform. The réle of hero re- striving of humanity. 





Selling Gas “by the Gallon” for Water Heating 


URING the depression virtually every $4a month for the heating of an average 

gas company in the United States of 1,500 gallons had been put into effect. 
was confronted with a difficult revenue But when the expected revenue failed to 
situation. In those communities where, show up, a canvass was taken. It was 
for various reasons, the promotion of gas discovered that more than 50 per cent of 
service for space heating was not feasible, the water heaters were already out of 
water heating was adopted as the most service. Since the company could not 
opportune load builder. But, as often afford to lower basic rates, a new ap- 
happens in the sudden and aggressive proach was sought to keep the heaters 
promotion of a relatively new type of sold after they had been installed. Mr. 
service, a number of companies found Hill stated: 


that they could sell water heaters 
through their merchandising depart- 
ments but could not keep them sold 
through their service departments. 

In a recent address before the New 
England Gas Association group, R. N. 
Hill, president of the Green Mountain 
Power Corporation, gave an interesting 
description of what his company did to 
solve this problem. It was an ingenious 
shift in the promotional rate approach 
which got sufficient results to warrant 
notice and attention of other utilities. 

Mr. Hill said that in 1932, after an ac- 
tive sales campaign, his company had 
succeeded in selling approximately 125 
new automatic tank units. A promotional 
rate that would allow the company about 
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It occurred to us that if we could sell hot 
water service instead of gas, we at least 
would have a new selling approach and that 
if we could set the hot water service com- 
pletely outside the sale of gas for cooking 
and other purposes, we would have two things 
to sell instead of one. Particularly, we would 
have something new to sell. Selling gas 
(whether for cooking, water heating, re- 
frigeration, or any other purpose) is, on the 
customer’s bill, still selling gas; and gas 
has been sold for a long, long while. 

These mental processes led us to the trial 
of selling hot water service by metering and 
billing the gallons of water entering the 
water heater rather than the gas. After cer- 
tain tests on the heaters we proposed to sell, 
to determine first, stand-by losses, and 
second, the cost of hot water production, we 
checked these results by the installation of 
twelve heaters with water and gas meters in 
twelve selected homes diversified so far as 
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possible as regards size of house, income of 
owner, and size of family. We went to these 
twelve people offering to put a heater in for 
a test of six months’ period with no obliga- 
tion whatsoever on their part, explaining that 
the object was to test out a new plan and 
rate for water heating which we had in mind. 


RATE was worked out essentially as 
follows : If the customer did buy a 
heater, the company would heat the first 
500 gallons a month to approximately 140 
degrees for $2.50, and all additional 
water used at 5 gallons for one cent. 

Mr. Hill noted that not one of the 12 
test heaters was removed. Instead, the 
twelve customers formed a nucleus of 
satisfied users—very helpful in selling 
the next 100 heaters during the succeed- 
ing year. The plan was later modified to 
adjust the $2.50 monthly minimum for 
very small heaters and for customers 
who went on winter vacations or desired 
other seasonal disconnections. Later the 
minimum was reduced to $1.50 for 100 
gallons, with the excess at the same rate 
of 5 gallons for one cent. 

Evidence of the success of the “by-the- 
gallon” plan was the sale of 800 units 
since the plan was adopted. Mr. Hill 
added : 


A fact which fairly well illustrates the 
preference of customers for “by-the-gallon” 
plan is that in some instances under our gas 
promotional gas rate “L,” the actual gas to 
operate heaters would cost somewhat less 
than the 95 cents to $1, which they pay per 
thousand feet under the “by-the-gallon” rate. 
Our salesmen have in many cases pointed 
out that they might save money on the 
special gas rate, but the customers seem to 
prefer the “by-the-gallon” plan because they 
say they will be sure just what their water- 
heating costs are and can easily check the 
amount of hot water used. 


In conclusion, Mr. Hill pointed out 
that every utility customer knows what 
a gallon of hot water is, although very 
few of them can visualize a cubic foot 
of gas (much less a British thermal unit) 
in terms of hot water. Furthermore, the 
plan makes it easy for the customer to 
check up on the efficiency and economical 
operation of his household. Because a 
water meter is as easy to read as an auto- 
mobile speedometer, he can readily de- 
termine exactly what he is getting for his 
money—thereby building up customer 
confidence in the utility. 


SELLING GAs Hot WarTER SERVICE BY BILLING 
THE GALLONS OF WaTER HEatTeEpD. Address 
by R. N. Hill before New England Gas Asso- 
ciation. Boston, Mass. March 29, 1941. 





TNEC Finally Completes a Report 


[: would be exceedingly difficult for 
anyone to agree with all of the views 
that have been brought out by the Tem- 
porary National Economic Committee, 
either in hearings or in the committee’s 
final report or in the numerous collat- 
eral and often conflicting monographs. 
Indeed, the committee, established in a 
spirit of controversy and operated in a 
spirit of compromise, presents one con- 
flict after another in turning up the 
numerous facets of the social-economic 
system of the United States which it has 
so exhaustively investigated. 

Yet, the work of this committee, 
headed by Senator O’Mahoney of 
Wyoming, represents an intelligent at- 
tempt to arrive at some synthesis or ad- 
visory blue print on the direction or drift 
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of the nation’s political economy. It is 
sometimes said by the critics of democ- 
racy that our so-called freedom consists 
chiefly in voting one set of politicians 
out of office and another set in, and 
liberty to explain the reasons, if any, for 
our choice. This would imply that the 
really important and fundamental is- 
sues of government are not conscien- 
tiously settled by the people even through 
the euphemism of “representative gov- 
ernment.” 

There is some validity to this criti- 
cism, although it is unfairly exaggerated 
when stated so bluntly. Such is the 
reason behind the titanic venture under- 
taken and engineered by the patient 
Senator from Wyoming. The people of 
a democracy do, of course, decide funda- 
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mental issues as well as unimportant 
ones. But through lack of direction or 
lack of popular appreciation of the grav- 
ity of certain situations, trends in impor- 
tant matters are often allowed to drift 
into a state of virtual emergency, after 
which they must be determined hap- 
hazardly, desperately, or, in extreme 
cases, by recourse to war. 


IsTORY shows us that most of our 

troubles in the past might have been 
averted if the eyes of the nation had been 
directed to danger signals in time to 
avoid nasty collisions, such as our Civil 
War. Senator O’Mahoney has long felt 
that the trend towards big business, 
evidenced during the past few decades, 
is a disturbing symptom of equally 
critical things to come. 

He wanted to find out what was be- 
hind this trend towards bigness ; whether 
in a modern day industrial monopoly is 
inescapable. If not, is the best remedy 
regulation (@ Ja NRA) or beating it up 
into little pieces (a Ja Holding Company 
Act) ? What are the real facts about the 
concentration of wealth and the mythical 
“fifty ruling families”? Is the machine 
enslaving the worker ? Orcan mechanized 
industry be made a servant for more 
individual leisure and social security ? 

These and a host of other lesser ques- 
tions were in the mind of Senator 
O’Mahoney when he embarked three 
years ago on a voyage of economic in- 
quiry designed to surpass by far the am- 
bitious precedent of President Hoover’s 
Committee on Social Trends (1932). As 
Raymond Moley, an editor of Newsweek 
and erstwhile New Deal adviser, pointed 
out, it was a strange crew that set out 
on this voyage with Skipper O’Mahoney 
and quite a different crew that has final- 
ly brought the ship back to port. 

First of all, in order to get started at 
all, O’Mahoney had to compromise with 
the administration which wanted no such 
thing as an independent congressional 
investigation of such importance. The 
result was a hybrid committee made up 
of representatives of both Congress and 
the administration. The administration 
flavor was even more strongly reflected 
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in the organization of the investigation. 
Under the compromise set-up, the com- 
mittee simply farmed out the jobs of 
special investigation to different adminis- 
tration agencies. This left the commit- 
tee members in the position of having 
to pass only on such evidence as might be 
presented by New Deal boards or reach 
their conclusion on the basis of facts not 
presented to the committee at all. 


| ealoegg commenting on the TNEC 
report, Mr. Moley stated in a recent 
Newsweek editorial: 

The report, judicial as it seems in tone, 
reveals this flaw. The conclusions and rec- 
ommendations reported therein arise largely 
from the philosophy entertained by mem- 
bers of the committee before there was any 
investigation. Of nothing is this so true as 
Senator O’Mahoney’s recommendation for 
a species of Federal incorporation. This is 
the Senator’s favorite remedy for economic 
ills and it occupies a conspicuous place in 
the report despite the fact that little in the 
testimony gathered bore specifically on it. 


April, 1941, was hardly a propitious 
time to bring in such an important re- 
port. It was easily drowned out by the 
drums of war. Much dust will probably 
gather on the committee data before the 
nation, once more intent on domestic is- 
sues, will get around to giving the com- 
mittee’s work the serious attention it de- 
serves. 

Two members of the committee died 
during the investigation, Senator Borah 
and Herman Oliphant, former Treasury 
aide. Senator King of Utah, another 
member, fell by the wayside in an elec- 
tion mishap, while William Douglas and 
Leon Henderson have had their talents 
transferred to more exciting fields for 
the present. The New York Times, in 
one of its usually judicious editorials, 
commented rather critically on the work 
of the committee as a whole: 


The TNEC was originally called the 
“monopoly committee.” It had a rare op- 
portunity to study how the extremely com- 
plex problems of monopoly and competi- 
tion should be dealt with legally. Instead of 
doing this it wandered all over the economic 
lot, taking up whatever question happened 
to interest one of its members or some New 
Deal economist. Its hearings were staged 
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to air the views of these government wit- 
nesses. It would be impossible for a com- 
mittee of so many members, over so long 
a period and with so much statistical as- 
sistance on call, not to unearth a few facts, 
or to present some of them in a new light; 
but the net contribution of the committee, 
compared with its opportunities, has been 
deeply disappointing. 

The final statement of the committee’s 
chairman offers no new light. After three 
years of study he appears with a set of 
figures that a competent newspaper man 
could get together in two days, comparing 
assets of corporations with assessed valua- 
tions in states, and falling into the old crude 
fallacy of confusing corporate organization 
with individual concentration of wealth. He 
cites the assets of great corporations pre- 
cisely as if they proved wealth concentra- 
tion. He does not tell us that the stock of 
the American Telephone and Telegraph 
Company is held by 640,000 different in- 
dividuals, or that the assets of the Metro- 
politan Life Insurance Company are held 
for more than 28,000,000 separate policy- 
holders, or that the United States Steel Cor- 
poration last year paid six times as much 
to labor in payrolls as it paid to its bond- 
holders and stockholders combined. 


ENATOR O’Mahoney suggested that 

with respect to monopoly there 
should be thorough and effective en- 
forcement of the antitrust laws. Inas- 
much as one of the main purposes of the 
committee was to see just what form 
antitrust laws should take, this is hardly 
a penetrating conclusion, About the only 
thing else the Senator has to offer is his 
own pet suggestion for “national charters 
for national corporations which transact 
business on a national scale, in order 
that they may have a definite and a free 
place in our economy.” 

In view of the rapid expansion of the 
powers of the Federal government 
through Supreme Court interpretations 
of what constitutes “interstate com- 
merce” within the meaning of Federal 
regulatory statutes, there would seem to 
be today very little inhibition left about 


the purely “national” caliber of Federal 
regulation under existing statutes. 

What the report has to say about con- 
centration of power is unfortunately ex- 
pressed in the catch phrases and hack- 
neyed generalities which have character- 
ized public discussion of the subject for 
many years. It touches not at all upon 
the dangers of “absentee regulation” 
centralized in Washington, as compared 
with the dangers of “absentee owner- 
ship” centralized in New York. 

However, the committee report does 
repudiate the doctrine which has been 
repeated so often during recent years in 
Washington that our industrial system is 
mature, if not sterile, and incapable of 
further expansion and that the remedy 
is taxing-spending-lending by the gov- 
ernment. 

The report states bluntly: 

We reject as un-American and unrealistic 
the belief that the limits of economic 
achievement have been reached in the 
United States. 


Similarly, the report seems to repudi- 
ate the case built up by a couple of the 
committee’s own investigators for strict 
Federal regulation of life insurance. The 
committee recommends the strengthen- 
ing of state regulation rather than Fed- 
eral control. 


AT reader is forced to the con- 
clusion that the world at large and 
the American public in particular knows 
no more about the care and feeding of 
monopoly or the cause and effect of con- 
centrated economic power than when the 
TNEC started on its voyage. Maybe a 
future Congress will salvage some pearls 
of wisdom from the 79 volumes of hear- 
ings and monographs but, in any event, 
Senator O’Mahoney is at least entitled 
to a vote of thanks for a good try. 

Xx 





“Too many of you gentlemen Lin considering whether rural electrifica- 
tion should be developed by private industry or through an REA co-op] 
are looking at this thing from a business standpoint, and not from the 


standpoint of government.” 
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—W. R. Poace, 
U. S. Representative from Texas. 
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The March of 
Events 


EEI Convention Plans 


ATIONAL defense is to be the keynote of 

the annual convention of the Edison Elec- 
tric Institute which opens in Buffalo, New 
York, on June 2nd, extending through June 
Sth, with headquarters at the Statler hotel. 

Scheduled speakers include W. P. Witherow, 
president of the Blaw-Knox Company and 
chairman of the national defense committee of 
the National Association of Manufacturers ; 
W. L. Batt, deputy director of the Office of 
Production Management; Constantine Brown, 
foreign affairs editor of The (Washington) 
Star; and Carl Snyder, author of the recent 
important and best-selling nonfiction volume, 
“Capitalism the Creator.” 

Members within the industry who will par- 
ticipate in the program include C. W. Kellogg, 
president of the Institute, now on special duty 
with the Office of Production Management in 
Washington; R. E. Fisher, chairman of the 
Institute’s general sales committee; Tom P. 
Walker, vice president of the Gulf States Utili- 
ties Company; C. E. Greenwood, commercial 
director of the Institute; C. J. Strike, presi- 
dent of the Idaho Power Company; T. G. 
Hieronymus, Kansas City Power & Light Com- 
pany; M. W. Smith, vice president of West- 
inghouse Electric & Manufacturing Company ; 
E. S. Fields, Cincinnati Gas & Electric Com- 
pany; A. E. Silver, Ebasco Services, Incor- 
porated; and D. C. Prince, manager of com- 
mercial engineering, General Electric Com- 
pany. 

The convention is in charge of a general 
committee which will serve as host. The com- 
mittee consists of Colonel William Kelly, presi- 
dent of the Buffalo, Niagara & Eastern Power 
Corporation (chairman); Herman Russell, 
president, Rochester Gas & Electric Corpora- 
tion, Rochester, New York; John L. Haley, 
president, Central New York Power Corpora- 
tion, Syracuse, New York; Ralph D. Jennison, 
president, New York State Electric & Gas 
Corporation, Binghamton, New York; T. W. 
Connette, vice president and, general manager, 
New York State Electric & Gas Corporation, 
Lockport, New York; and M. E. Skinner, 
vice president, Buffalo, Niagara Electric Cor- 
poration, Buffalo, New York. 

Because of Buffalo’s location near Niagara 
Falls and the Canadian border, tours have been 
arranged for both American and Canadian 
visitors to the convention to enjoy the scenic 
beauty of the Niagara gorge and surrounding 
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territory. Special entertainment features will 
include a concert by the Buffalo Philharmonic 
Orchestra with Rose Bampton, celebrated 
soprano of the Metropolitan Opera Company, 
appearing as guest soloist. 

A special tea for the ladies attending the 
convention and other social sessions are also 
scheduled. 


Northwest Power Inadequate 


Cy House Appropriations Committee on 
April 30th approved a $177,019,078 appro- 
priation bill for the Interior Department con- 
taining more than $78,000,000 for expanding 
Federal power developments in the Far West. 

Secretary of the Interior Harold L. Ickes 
had previously warned Congress that present 
government power facilities cannot meet the 
requirements of the defense program. Other 
department officials reported an “acute short- 
age” of power in the northwestern section of 
the United States. 

Their statements were revealed on April 
30th in testimony before a House Appropria- 
tions Subcommittee on the Interior Depart- 
ment’s request for $180,000,000 for the 1942 
fiscal year. They were released as the Ap- 
propriations Committee prepared to submit its 
recommendation to the House. 

Mr. Ickes said his department was devoting 
much of its work to national defense—mar- 
shaling resources, developing supplies of 
critical minerals, construction of defense road- 
ways, and creation and distribution of electric 
power. 

Administrator Paul J. Raver of Bonneville 
dam said industrial production in the area 
“will fall far behind defense needs” unless the 
output of government power projects is 
stepped up. 

Estimating that $500,000,000 in defense con- 
tracts awarded for the Northwest alone would 
require at least 300,000 kilowatts of power, 
Mr. Raver pointed out that under present 
schedules Bonneville and Grand Coulee dams 
will not reach 302,400 and 324,000 kilowatt 
production, respectively, until next January 
Ist. 

Nearly eleven million dollars of the $22,- 
858,500 Bonneville Power Administration ap- 
propriation reported out by the House commit- 
tee will be devoted to additions to the gov- 
ernment’s network of 230,000-volt lines which 
bring power from Grand Coulee and Bonne- 
ville dams to the Northwest load centers. 
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The new money, when made available to 
the Power Administration, will include $1,730,- 
000 for completion of the construction of a 
185-mile line from Grand Coulee dam to the 
Puget Sound region, $1,219,000 for a third 
230,000-volt line between Bonneville dam and 
Vancouver, Washington, $3,785,000 for a sec- 
ond 230,000-volt circuit connecting Bonneville 
and Grand Coulee dams, and $4,022,900 for 
substation work at Covington, Seattle, Mid- 
way, North Bonneville, and Vancouver. 

The appropriation will provide for the ex- 
penditure of $2,716,000 for the construction 
of additions to the government’s 115,000-volt 
transmission system serving northwest Oregon 
and the Portland-Vancouver district. This 
fund includes a line between the government’s 
St. Johns substation and Oregon City, and 
substation construction at Bonneville, St. Johns, 
and Oregon City. It also includes appropria- 
tions for the construction of two 115,000-volt 
lines direct from Bonneville dam to the gov- 
ernment’s substation contiguous to the Alumi- 
num Company of America plant. 

Other items included in the new appropria- 
tion were $4,500,000 for feeder lines and serv- 
ice connections; $500,000 for advance surveys 
and investigation ; $1,000,000 for tools, equip- 
ment, and stock inventory ; $250,000 for perma- 
nent buildings; $885,600 for operation and 
maintenance ; $250,000 for power purchases ; 
and $2, 000,000 for emergency construction in 
the Grand Coulee area. 


RFC Aid Offered 


| rene Loan Administrator Jesse Jones on 
April 30th offered the vast finances of the 
Reconstruction Finance Corporation to facili- 
tate competitive financing of the utility indus- 
try. Jones said at a press conference that he 
“agreed heartily” with a recent rule of the 
Securities and Exchange Commission which 
would require competitive bidding for utility 
financing beginning May 7th. 

He declared that the RFC did not intend to 
compete with the banks for utility financing 
but was willing to codperate, particularly when 
the amount involved may be too large for the 
banks to handle without RFC participation. A 
proposed $120,000,000 financing of the Colum- 
bia Gas & Electric Company, Jones said, may 
be one instance when RFC help may be needed. 

Asked whether the RFC interest was to as- 
sure low interest rates in utility financing, 
Jones replied, “No, our interest is fair rates 
and on terms the borrowers can meet.” 


Ickes Urges New Dam 


—— of the Interior Ickes recently sent 
to Congress and the President a report 
recommending construction of a “multipur- 
pose power and irrigation dam” on the Colo- 
— river 67 miles downstream from Boulder 

dam. aan cost of the dam was estimated at 


$41,200 


The dam, to be known as the Bullshead dam 
project, is necessary “to meet growing popula- 
tion needs and national defense requirements 
in that region,” the Secretary said. “Demands 
for power in the Southwest are definitely out- 
running present means of meeting them. I 
have hopes that the Bullshead project, with 
the Parker dam project and other smaller de- 
velopments to follow, will meet the situation 
for some years. 

“Owing to the manner in which Bullshead 
fits into the plan for the development of the 
lower Colorado river, no allocation of costs 
is made to benefits other than to power for 
this multipurpose project.” 

Ickes said sales of electric energy were ex- 
pected to yield revenues to cover the cost of 
operation and maintenance and to amortize the 
entire cost of the project in forty years with 
interest. 

An appropriation of $5,000,000 to begin con- 
struction work on the project has been recom- 
mended to Congress by the Bureau of the 
Budget. 

The Bullshead power plant would have an 
estimated capacity of 225,000 kilowatts—about 
a third the size of Boulder’s installed capacity 
of 704,800 kilowatts. The plant will consist 
initially of four 45,000-kilowatt generating 
units. Allowance will be made and space pro- 
vided for a fifth unit of the same size. 

Transmission lines from the Bullshead 
power plant will connect with the Parker plant 
and service commercial load centers at 
Phoenix, Tucson, Yuma, and the Gila project 
in Arizona, and the Imperial and Coachella 
valleys in southern California, it was ex- 
plained. ° 


New Director for SEC Division 


= L. Weiner, director of the public 
utilities division of the Securities and Ex- 
change Commission, resigned recently to take 
a position with Leon Henderson’s new Office 
of Price Administration and Civilian Supply. 
Robert H. O’Brien of Butte, Montana, was 
appointed, director of the division to succeed 
Mr. Weiner. 

Appointment of John W. Houser of Long 
Beach, California, and George Rosier of New 
York as assistant directors of the division was 
also announced. All three, appointees were 
members of the commission’s staff. The posi- 
tion of associate director, hitherto held by Mr. 
O’Brien, was abolished. 

Mr. O’Brien had been associate director 
since June, 1939. To his work is ascribed 
much of the success of the public utilities divi- 
sion in meeting demands on its resources made 
by the many recent proceedings under the Pub- 
lic Utility Holding Company Act. 


Denies Lobbying Charges 


| Bg comer that the Temporary National 
Economic Committee is unfair in per- 
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mitting its employees to issue documents for 
which the committee itself does not assume 
responsibility, Donald, D. Conn, executive vice 
president of the Transportation Association of 
America, challenged the accuracy of the state- 
ments contained in a monograph entitled 
“Economic Pressure and Political Pressures” 
recently compiled by two employees of the 
committee and published at government ex- 


. Conn released a letter addressed to 
Senator Joseph C. O’Mahoney, chairman of 
the TNEC, in which he took vigorous excep- 
tion to statements contained in the monograph 
to the effect that the Transportation Associa- 
tion of America was conceived or organized 
by the railroads for lobbying purposes. 


“As a matter of fact,” said Mr. Conn, “the 
railroads had nothing to do with organization 
of this association, which is composed of 3,900 
corporations engaged in agriculture, industry, 
finance, as well as transportation. Of approxi- 
mately 4,000 votes cast at the last annual meet- 
ing, 84 represented railroads. There are more 
farm groups in the association than there are 
railroads, and of its board of directors of 
forty-eight only four represent railroad in- 
terests. The association is strictly educational 
and research in character. It maintains no office 
at Washington or state capitals, and is not 
engaged in lobbying of any kind. It only ap- 
pears before congressional committees upon re- 
quest and to give technical advice on transport 
legislation.” 


Arizona 


Light Bills Cut 


> state corporation commission recently 
announced, a reduction of about $90,000, 
effective May Ist, on the annual electric bills 
of consumers served by the Central Arizona 
Light & Power Company in Phoenix and Salt 
river valley communities. 

The residential schedule is as follows: Two 
cents per day and 3.3 cents per kilowatt hour 
for the first 120 kilowatt hours; 2.5 cents per 


kilowatt hour for the next 130 kilowatt hours; 
and 2 cents per kilowatt hour for all addi- 
tional, plus tax. 

The new commercial light and power 
schedule: Six dollars for the first 3 kilowatts 
plus $1.65 per kilowatt of demand over 3 kilo- 
watts and 2.5 cents per kilowatt hour for the 
first 90 kilowatt hours per kilowatt of demand; 
2 cents per kilowatt hour for the next 3,200 
kilowatt hours; and 1 cent per kilowatt hour 
for all additional, plus tax. 


Arkansas 


Asked to Reduce Rates 


| By pomerned the Arkansas Power & Light 
Company’s commercial electric rates as 
“excessive and discriminatory,” the state utili- 
ties commission on April 30th issued an order 
requesting the company to appear on May 19th 
to show cause why the rates should not be re- 
duced $350,000 a year, pending final determina- 
tion of a rate base and expenses. 

The order followed a series of conferences 
on April 29th. It said the company sought to 
defer action until demand meters were in- 
stalled, so that information from the meters 
could be studied. Several additional months 
would be required. The order said company 
representatives already had discussed the 
meters and studies for eighteen months. 

The order said that a comparison of rates 
in other states showed Arkansas Power & 
Light commercial rates to be “greatly out of 
line’ with rates charged by other companies. 

The order said a fuel rate to the company 
recently was reduced, effecting a “substantial 
reduction” in its operating expenses, and that 
the company probably is earning “more than a 
fair return.” 

The reduction would be “in the nature of a 
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percentage reduction of present rates or of such 
other nature as may then be found best.” 

A dissent to the order was filed by Com- 
missioner A. B. Hill, who disagreed with 
Chairman Ben E. Carter and Commissioner 
H. W. Blalock regarding plans for a percent- 
age reduction. Mr. Hill said he had no ob- 
jection to immediate action toward effecting 
a reduction, but opposed the percentage plan 
as unsound in principle. A straight per cent 
reduction, he said, would pass a reduction on 
to certain consumers not entitled to it, and 
might require an upward rate revision for cer- 
tain customers when the rate basis had been 
definitely established. 


Rural Service Areas Defined 


A’ order defining rural service areas of the 


North Arkansas Electric Codperative, 
Inc., the Arkansas-Missouri Power Corpora- 
tion, and the Arkansas Power & Light Com- 
pany was issued by the state utilities commis- 
sion last month. 

The cooperative, which on March 12th had 
been granted permission to build and maintain 
180 miles of power line, costing $146,000, to 
serve 390 customers, will operate in the north- 
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ern, eastern, and southern parts of Baxter 
county, northeastern Fulton county, and south- 
eastern and western Sharp county. 

Arkansas-Missouri was granted a certificate 
to construct and maintain rural lines “around” 
the towns of Mammoth Spring and Ash Flat, 
and in certain parts of Fulton county. 

The right to serve large power and indus- 
trial customers in the coOperative’s areas was 
held open, except in and around the Norfork 
dam site, where it is reserved to the Arkansas 
Power & Light Company. 


Reduced Gas Rate Schedule 


NEW rate schedule, under which large in- 
dustrial consumers in cities and towns 
served by the Arkansas Louisiana Gas Com- 
pany would save approximately $136,000 a 
year, was filed with the state utilities commis- 
sion last month. 
The commission announced that the sched- 


ule, “designed to favor the industrial develop. 
ment of Arkansas,” been negotiated for 
several weeks by Commissioner A. B. Hill, 
Chief Engineer J. E. Flanders, and company 
officials. The commission said the rate would 
make it certain that large industrial consumers 
in the state of Arkansas have as cheap a rate 
for gas as is available for any industry in that 
part of the country, except possibly industries 
located in the middle of a large gas field. 

The schedule would apply to Arkansas 
Louisiana’s entire transmission system in the 
state. It is designed for customers using more 
than 3,750,000 cubic feet per month and as 
much as 100,000,000 cubic feet per year. If an- 
nual consumption exceeds 300,000,000 cubic 
feet, the cost would be 8.75 cents per thousand 
cubic feet. 

In some instances, it was said, Arkansas 
Louisiana rates would be lower than those 
made effective by the Louisiana-Nevada Trans- 
it Company in southwest Arkansas last year. 


California 


Gas Company Budgets Soar 


UDGET requirements of the Southern Cali- 

fornia Gas Company and Southern Coun- 
ties Gas Company in the current calendar year 
will exceed $11,000,000, the largest annual 
budget drawn up since the early twenties, F. S. 
Wade, president of both companies, announced 
recently. 

This huge expenditure for main and service 
extensions, new meters, pipe and gas storage 
installations to strengthen the natural gas 
transmission and distribution systems, and for 
an extensive program of building construction, 
is indicative of boom conditions now prevail- 
ing in southern California, particularly in the 
home building industry, it was said. 

The annual rate of growth during the year 
1940 was exceeded only twice before in the 
history of the gas business in southern Cali- 
fornia, and it is expected, on the basis of 
building activity in the first three months of 
this year, that the growth in 1941 will be as 
great, if not greater, than in the preceding 
year, Mr. Wade declared. Last year the two 
companies gained more than 48,000 meters. 

The Southern California Gas Company 
budget, which aggregates $8,950,000, contem- 
plates an increase of at least 35,000 meters dur- 
ing the year, of which $2,700,000 would be re- 


quired for the necessary main and service ex- 
tensions and meter assemblies to take care of 
this new business. 


Hetch Hetchy Hearings 


_yengiended of the Interior Harold L. Ickes 
last month announced that public hearings 
would be held before final decision would be 
made as to whether a proposed contract be- 
tween San Francisco and the Pacific Gas and 
Electric Company for the distribution to 
municipal consumers of electric energy from 
the Hetch Hetchy project constitutes com- 
pliance with the requirements of the Raker 
Act. Hearings were set for May 2lst. 

The Secretary’s announcement was outlined 
in a letter sent to Mayor Angelo J. Rossi, of 
San Francisco, dated April 22, 1941. Ickes 
said that upon detailed analysis of the pro- 
posed arrangement submitted to him on March 
12th for approval, he was not satisfied that it 
constituted substantial compliance “in good 
faith with the letter and spirit of the Raker 
Act, as construed by the Supreme Court of 
the United States. ... In these circumstances 
I propose to hold an open hearing at which the 
views of representatives of the city and of all 
other interested parties regarding the proposed 
lease may be presented.” 


Georgia 
Electrical Workers (AFL) on May Ist signed 
an agreement calling for $175,000 in pay in- 


creases for 2,000 electrical workers. 
Local unions in Atlanta, Athens, Augusta, 


Wage Pact Signed 


D0 yer of the Georgia Power Company 
and the International Brotherhood of 
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Columbus, Macon, and Rome were affected by © 


the agreement, which was retroactive to March 
Ist, when the previous agreement expired. 

The contract is for a 2-year period, but pro- 
vides wage negotiations can be reopened, at the 
end of one year. Included in the total wage 
increase, which is a general 5 per cent raise, 
are wage adjustments of $25,000 a year. 

P. Arkwright, president of the power 
company, said the utility’s electrical workers 


would receive approximately $3,250,000 in 
wages in 1941. About 2,000 will participate in 
the payroll, Nearly 1,500 are members of the 
IBEW. 

Arkwright asserted the agreement rec- 
ognized the IBEW as sole bargaining agent 
for the electrical workers and all provisions 
affecting hours of work, rates of pay, and 
working conditions apply to union and non- 
union employees alike. 


Illinois 


Ask Reconsideration of Ruling 


HE state commerce commission and two 
power companies petitioned the state su- 
preme court last month for a reconsideration 
of its far-reaching decision giving cities the 
right to order removal of public utility prop- 
erty from city streets when franchises expire. 
The petition for rehearing was filed by At- 
torney General George F. Barrett in behalf of 
the state commission. The Illinois Northern 


Utilities Company, and the Central Illinois 
Electric & Gas Company would have to cease 
operation in the villages of Geneseo and Hey- 
worth under terms of the court order. 

In its opinion the supreme court reversed its 
previous decision of several years ago. The 
recent opinion held that municipalities, and not 
the state commerce commission, have jurisdic- 
tion over city streets and have authority to 
order removal of utilities’ property such as 
power lines and poles when franchises expire. 


Indiana 


Consolidation Delayed 


per technicalities recently delayed action 
on proposed consolidation of three Indiana 
utility companies by preventing appearance of 
a quorum at meetings of their stockholders. 
Stockholders’ meetings of the Public Service 
Company of Indiana, the Central Indiana 
Power Company, and the Terre Haute Elec- 
tric Company, Inc., were to have been held 
separately at various times on April 30th. 
These meetings were to act on consolidation 
proposals. They were postponed to May 21st 
when each revealed lack of a quorum. 
Quorums were lacking because the status of 
Midland United Company, beneficial owner of 
more than half the outstanding voting shares 
of these corporations, was in process of reor- 
ganization in the Delaware Federal district. 
A hearing was scheduled to be held May 12th. 
At that time the court was expected to instruct 
the trustee regarding voting of the stock with 
respect to the proposed consolidation. Until 
that time, it would be pointless for represent- 


atives of the controlling Midland concern to 
attend either of the three stockholders’ meet- 
ings, it was said. 


Tax Cut Offered 


HE state board of tax commissioners re- 

cently informed 44 cities and towns in 
Indiana operating municipal utilities that they 
could settle their delinquent tax bills on a 40 
per cent basis before promulgation of the acts 
of the 1941 state legislature. 

After the new laws become effective, such 
adjustments cannot be made. The delinquen- 
cies piled up before the 1939 session of the 
legislature exempted municipal utilities from 
payment of all except gross income taxes. 

Estimates of the delinquent total ran from 
$200,000 to $250,000. Some dissatisfaction 
with the arrangement was reported among 
cities and towns which have no delinquencies 
and, townships, counties, and other govern- 
mental units which would share in the funds 
accruing from the delinquent payments. 


Maryland 


of approximately $100,000 a year as the result 
of negotiations concluded late last month, the 
state public service commission announced. 
Total reduction for the nine counties of the 
Eastern Shore will amount to $77,000, while 
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Electric Rates Cut 


| Yarsors Shore and southern Maryland cus- 
4~ tomers of the Eastern Shore Public Serv- 
ice system will get an electric rate reduction 
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in more thinly settled southern Maryland the 
saving will aggregate $23,000 

In a separate announcement, Lewis Payne, 
president of the Eastern Shore Public Service 
Company of Maryland, said that still another 
reduction, amounting altogether to $32,000, 
was being extended voluntarily to customers 
of the company’s Delaware affiliate. This will 
affect residents of Kent and Sussex counties, 
Delaware. The Delaware corporation, the 
Eastern Shore Public Service Company, is not 
under any form of state regulation, since Dela- 
ware has no utility commission. 


Commission Chairman Named 


eeaage Purcell, associate member of the 
state public service commission, on May Ist 
was named its chairman by Governor O’Conor. 
He succeeded former Senator O. E. Weller, 
whose term expired on May 5th. Commis- 


sioner Purcell’s place would be filled by Sena- 
tor Arthur H. Brice, of Kent county, presi- 
dent of the state senate. 

Formerly chief engineer of Baltimore, Mr, 
Purcell was appointed a member of the state 
commission in August, 1927, by the late Gov- 
ernor Ritchie, succeeding Ezra B. Whitman, 
present chairman of the State Roads Commis- 
sion, He qualified as a member of the public 
service commission on September 1, 1927, and 
was reappointed by Governor O’Conor in 
April, 1939. 

Senator Brice, keystone of the administra- 
tion forces in the state general assembly for the 
last four years, was mentioned as a possible 
appointee to the chairmanship of the commis- 
sion early last month, In announcing the ap- 
pointments, Governor O’Conor said “Senator 
Brice combines the rare qualities of sound 
judgment, judicial temperament, and a zeal for 
public service.” 


Missouri 


Water Bill Killed 


HE much criticized bill to permit the coun- 
ty court of St. Louis county to purchase 
the County Water Company, abandoned sev- 
eral weeks ago by its legislative sponsor, State 
Senator Joseph A. Falzone of Clayton, under 
pressure of widespread opposition, was killed 


on May Ist by the senate committee on county | 


courts and township organizations. 

In accordance with senate practice, the bill 
would not be reported adversely by the com- 
mittee until the last day of the session, despite 
Senator Falzone’s request to the committee on 
May Ist that the bill be immediately reported 
with a recommendation that it do not pass. 

The measure was dropped by Falzone after 
it was sharply criticized for giving the county 
court sweeping powers to purchase and oper- 
ate the water company without approval of 
the voters. 

Senator Falzone recently stated he would 
have nothing more to do with the matter and 


would not handle a water bill of any kind. 


Commission Bill Perfected 


HE state house last month perfected a bill 
for election, rather than appointment, of 
state public service commission members. 
There was no explanation of the bill and it was 
said a number of the members indicated vocal- 
ly they did not know what they had voted on. 
The bill would require that the five mem- 
bers of the state commission, now appointed 
by the governor for 6-year terms, be elected. 
The measure was called up for perfection just 
before adjournment on April 21st by its author, 
Representative J. Arthur Francis, Democrat 
of Iron county. 

At the time the bill was acted on, the house 
was said to have been operating without a 
legal quorum. The vote on the bill—by mem- 
bers standing—was 34 for the bill and 18 
against, a total of 2 more than a bare one-third 
of the house membership of 150. 


ge 
Nebraska 


Oppose Power Legislation 


= to existing power legislation was 
voiced by the members of the Nebraska 
Association of Rural Public Power Districts 
at their recent midannual meeting at Lincoln. 

They adopted a resolution expressing their 
views on bills before the state unicameral. 
LB 72, which proposes taxation of the public 
power "and irrigation districts, was one of those 
meeting with disfavor of the organization. 
Others, then on file, were LB 408 and LB 480. 

The unicameral subsequently rejected LB 


72. Considered one of the major bills of the 
1941 session, the tax amendment was post- 
poned indefinitely on general file by a vote of 
19 to 11. The measure would have placed on 
the tax rolls property already acquired by the 
districts which had been taxable, future ac- 
quired property, and purchased municipal 
utilities. 


Municipal Rates Reduced 


Mian power rate reductions totaling 
$30,068, effective as of June Ist, were ap- 
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proved by the Lincoln city council on April 
28th. The price cuttings were prepared by the 
city engineers upon study of operating data on 
the municipal plant, and gave the following re- 
ductions in electric rates: Residential, $20,290; 
commercial, $3,969; school and government, 
$782 i — pumping, $3,245; and street light- 
ing, 4, 

Residential service which is available to one- 
family residences or their equivalent for all 
lighting, cooking, heating, refrigeration, house- 
hold appliances, and small single-phase utility 
motors, will be sold for 3.5 cents net per kilo- 


watt hour for the first 32 kilowatt hours used 
per month in excess of the use included in the 
minimum monthly bill. 

The new charges are all computed on a net 
basis and have no provision for discount or 
penalty. 

Rates for large commercial and industrial 
consumers are to be fixed by individual con- 
tract between the consumer and the city light 
department as under the present system. Elec- 
tric service to public buildings will be set at a 
uniform charge of 2 cents net per kilowatt 
hour. 


a 
New York 


Transit Rehiring Bill Vetoed 


t the request of Mayor LaGuardia of New 

York city, Governor Lehman on April 27th 
vetoed the Crews bill (Assembly No. 1407), 
ordering the reinstatement into jobs in the 
unified transit system of former employees 
who had not taken out citizenship papers prior 
to December 19, 1939, when the Wicks Civil 
Service Bill went into effect, but who have 
done so since. 

The mayor told the governor that ample 
time had been allowed to all workers to take 
out their first papers, and that in addition the 
bill would make the board of transportation 
take back all employees of the privately oper- 
ated B-MT and IRT if they had taken the 
steps toward citizenship, thus saddling the 
board with an indefinite number of men for 
which it had no need. 


Rehearing Denied 


HE state public service commission last 
month denied the petition of the Long 


Beach Gas Company, subsidiary of Long Is- 
land Lighting Company, for a rehearing rela- 
tive to the state agency’s order of March 19th 
requiring the utility to make write-offs and 
corrections on its books and accounts totaling 
$109,400. 

The commission found in its order that Long 
Beach Gas had improperly charged $76,000 to 
capital as a result of an investigation into 
original cost of the utility’s property. In its 
order the commission refused to permit the 
company to charge, among other items, a fee 
of $9,706 paid to E. L. Phillips & Co., service 
organization for the Long Island Lighting 
system personally owned by Ellis L. Phillips, 
chairman of the system, for engineering and 
management work. 

While acknowledging that the sum involved, 
in refusing to authorize this engineering and 
management fee, was small, the commission 
pointed out that its action had far-reaching 
importance as similar items, but in substantial 
amounts, figure in a number of other cases 
concerning original cost of property of other 
Long Island Lighting subsidiaries. 


- 
Ohio 


Franchise Negotiations 
Terminated 


HE Cleveland city council on April 28th 

terminated franchise negotiations with the 
Cleveland Railway Company and voted to pro- 
ceed toward municipal traction ownership. 
The council killed a company-sponsored fran- 
chise ordinance that had been the sole basis 
of negotiations since last October and then, 
by acclamation, authorized Mayor Edward 
Blythin to ascertain the terms on which the 
railway would be willing to sell its system to 
the city. 

Blythin, for whom the council actions repre- 
sented a sweeping political victory, said he 
would make a formal request for those terms. 

The company’s board of directors had pre- 
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viously set a sale price in excess of $24,000,000, 
a figure known to be unacceptable to the coun- 
cil and the Blythin administration, it was said. 

If the citysgovernment buys the railway 
company it should borrow, in addition to the 
money needed for the purchase, around $2,- 
000,000 for modernization of the traction sys- 
tem, Mayor Blythin said. The mayor remarked 
that he thought $2,000,000 would “get us well 
started on the modernizing and improving of 
mass transportation service.” He said he be- 
lieved the city would have no trouble in ob- 
taining it over and above the financing of the 
purchase of the system at a satisfactory price. 

In the event of municipal purchase of the 
Cleveland Railway Company, Councilman 
Emil Crown advocates that the city electorate 
be given a chance to vote on a charter amend- 
ment to establish an independent commission 
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that would administer not only the railway but 
also other city-owned utilities—the municipal 
light plant, the waterworks, and the sewage 
disposal system. Crown, one ‘of the leading ad- 
vocates of municipal traction ownership, said 
he believed the amendment could be so drawn 
as to have “virtually fool-proof” provisions 


against political manipulation of the utilities, 

He said he would recommend that such an 
amendment provide for the hiring by the com- 
mission of an able, experienced utility execu- 
tive to be general manager of the city-owned 
public service institutions and that he be paid 
$12,000 to $15,000. 


Oklahoma 


Appeal Measure Signed 


A= to prevent public utilities from throw- 
ing rate cases into Federal District Court 
became law with Governor Phillips’ signature 
on April 23rd. The measure vitalizes the 
Johnson Act of Congress which permits states 


to fix the procedure in rate case appeals, 
The bill provides for appeals from the state 
corporation commission to the state supreme 
court. 
Proponents argue it will prevent utili- 
ties going into Federal court to delay rate cases 
and take jurisdiction from the state. 


Oregon 


Utility Cuts Rates 


Cem of the Pacific Power & Light 
Company in Oregon and Washington will 
save approximately $410,000 a year as the re- 
sult of electric rate reductions announced at 
Salem, Oregon, by Ormond R. Bean, state 
utilities commissioner. The reduced rates are 
effective May 22nd. 

Company officials characterized the new 
schedules as representing a major step toward 
attainment of the Bonneville rate objective by 
a private utility. The reduction was the larg- 
est of three system-wide cuts totaling more 
than $1,000,000 announced by the company 
since 1936. 


County PUD Beaten 


Although the area has fewer than 12,000 
eligible voters, considerable significance at- 
taches to the defeat of the Clatsop County 
Public Utility District proposal at the May 6th 
election. The final count showed the district 
beaten 3,015 to 2,824, on about a 50 per cent 
voter turnout, with all incorporated towns in 
the county opposed to the public ownership 
plan. 

The significance of the outcome is that pub- 
lic ownership forces concentrated on the 
county for nearly two months. Bonneville Ad- 
ministration agents were especially active, ac- 
cording to The Wall Street Journal. 


Pennsylvania 


Commission Grants Request 


— state public utility commission last 
month granted, the request of the Edison 
Light & Power Company, of York, that it be 
permitted to declare and pay a dividend of 
$73,180 to York Railways Company, an af- 
filiate, and in addition to pay to the railway 
company $31,570 for accumulated unpaid in- 
terest on indebtedness. 


The money would be used to pay the semi- 
annual interest due June Ist on York Railways 
Company’s bonds, and $13,425 would be re- 
turned to Edison Light & Power in the form 
of interest on the railway company’s bonds 
held by the Edison Company. 

On May 23, 1939, the commission issued an 
order prohibiting payment of dividends by 
Edison Light & Power pending further com- 
mission order. 


South Carolina 


REA Votes Line Transfer 


HE state Rural Electrification Authority, 
which with Federal funds constructed ap- 
proximately 2,400 miles of rural lines in South 
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Carolina, last month was reduced to an agency 
with an unfinished refrigeration plant, the 
power system in the town of Moncks Corner, 
and 8 miles of rural lines in Hampton county. 

Title to all the other lines built by the agency 
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has now been formally given to the several 
county cooperative electric associations in the 
state. The lines will be tied in with additional 
lines constructed, being constructed, or to be 
constructed, by the co-ops, and the state REA 
will no longer serve as the medium for the 
construction of federally financed lines in the 
state. 

This change of title was brought about by 
an act passed at the 1940 session of the state 
general assembly. Remaining funds of the 
REA, $140,000, will be disposed of as follows: 

The sum of $25,000 would be reserved by 
the authority for the repayment to the state 


of South Carolina of funds it provided back 
in the days when the authority was established, 
and for various expenses connected with the 
transfer of the lines to the codperatives. The 
bulk of the money was to reimburse the state. 

A sum of between $90,000 and $100,000 
would go back to the Federal government, 
to be applied against debts to the government 
for lines in the state. 

The sum of $11,500 in the REA treasury 
would go to the various coéperatives, this be- 
ing money the REA collected while operating 
the lines pending the time some of the co- 
Operatives took them over actively. 


5 
Washington 


Executes Bonneville Contract 


HE Cowlitz County Public Utility District 

on April 28th became the eleventh PUD 
to execute a contract with Bonneville Power 
Administrator Paul J. Raver for the purchase 
of Columbia river power. The Cowlitz Dis- 
trict’s contract for 3,000 kilowatts brought the 
administration’s power sales to a total of 301,- 
830 kilowatts—58 per cent of the total ultimate 
output of Bonneville dam. 

The district was reported to be the twenty- 
ninth publicly owned power distribution 
agency to purchase government-generated elec- 
tricity. 


Administrator Raver said he would be 
ready to begin delivery of power during the 
summer upon completion of a 35-mile trans- 
mission line now under construction from the 
government’s power substation at Chehalis, 
Washington. The line will serve both the PUD 
and the new Reynolds Metals Company alumi- 
num plant now under construction at Long- 
view. 

The recent agreement covered an effective 
period of one year. Present plans call for 
execution of a long-term contract, probably 
for twenty years, for the purchase of power 
requirements as soon as the district has com- 
pleted its system acquisition. 


Wisconsin 


Assumes Natural Gas 
Jurisdiction 


i Be state public service commission last 
month announced it had assumed jurisdic- 
tion over natural gas companies and would set 
hearings to consider applications for authority 
to serve Wisconsin cities. 

The commission pointed out that the “pro- 
posals of natural gas companies embrace a 
question of tremendous public importance,” 
suggesting that the matter should receive 
“study and consideration by the lawfully con- 
stituted agencies of the state before action is 
taken either to admit or to exclude natural 
gas for public distribution or consumption. 

The next step to be taken by the commission 
would, be the holding of hearings to determine 
whether applications for authority to bring 
natural gas into Wisconsin should be granted 
or denied. 

One question facing the commission was 
whether natural gas companies were public 
utilities. The commission ruled that the ap- 
Plicants are natural gas companies within the 
purview of the Federal Natural Gas Act and 
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by that act are charged with the obligations of 
public utilities. 

The commission promised “a thorough in- 
vestigation” of the effects of the possible in- 
troduction of natural gas into the state. “We 
will consider the effect of the proposals of 
service, the cost thereof, relative desirability 
of natural gas as compared with manufac- 
tured gas, and the general economic conse- 
quences,” the commission declared. 


Plan Utility Tax Cut 


ope reduction of utility company taxes 
to save rural electric customers approxi- 
mately $300,000 a year went unopposed at a 
state assembly agriculture committee hearing 
recently. 

A measure by Assemblyman Walter E. 
Cook, Republican of Unity, would replace the 
present ad valorem tax on lines and equip- 
ment used directly for rural service, with 3 
per cent tax on the gross income from the sale 
of power to farm customers. On all other lines 
and equipment the utilities, whether municipal 
or private companies, would continue to pay 
present taxes. 


MAY 22, 1941 





The aves 
Utility Rulings 


Tax Clause in Rate Schedule Disapproved 


HE Lawrence Gas & Electric 

Company, anticipating increased 
taxes, filed with the Massachusetts de- 
partment a schedule of gas rates contain- 
ing a clause providing that charges should 
be automatically increased or decreased 
by a percentage equal to one-tenth of one 
per cent for each one-tenth of change in 
the currently estimated tax burden of 19 
cents for each dollar of gas operating 
revenue. 

The department shared with the com- 
pany the expectation that substantial tax 
increases would come, which must be 
reckoned with in rate cases, but it was 
reluctant to attempt a solution of the tax 
problem by recourse to a tax clause. It 
was said: 


The approval of a tax clause is tanta- 
mount to the granting of arate increase. A 


tax clause as proposed gives the company 
the opportunity to charge its customers the 
increased taxes without striving to meet 
them either by effecting operating economies 
or increasing revenues by increased sales. 
It removes the incentive which the company 
otherwise has to seek tax reductions. It in- 
volves in its application certain elements or 
factors which do not permit direct and cer- 
tain computation of charges. 


The department concluded that the 
public interest would be better served by 
disapproval of tax clauses than by their 
adoption at the present time. It was said 
that if revenue increases become neces- 
sary because of increases in taxes, then 
the matter may be considered after the 
company files revised rates to which the 
department may give its attention. Re 
Lawrence Gas & Electric Co. (DPU 
6145). 


e 


Corporation Acquiring Its Stock Required 
To Furnish Information 


A DECLARATION by the Engineers Pub- 
lic Service Company regarding 
the acquisition and retirement of its own 
preferred stock was permitted by the Se- 
curities and Exchange Commission to be- 
come effective subject to conditions re- 
lating to the furnishing of information 
for stockholders. The company appeared 
to have ample funds on hand to meet its 
current needs and the needs of its sub- 
sidiary companies. It had received the 
redemption price of shares of another 
company, and it urged that having given 
up a high dividend preferred stock in- 
vestment it should equalize by reducing 
the requirements on its own preferred 
stock. 

From an examination of the financial 
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statement submitted, the commission was 
of the opinion that the acquisition would 
not be detrimental to the financial integ- 
rity of the companies in the holding 
company system and that no adverse 
order was required to safeguard the 
working capital of public utility com- 
panies in the system. 

Taking up the question of fairness to 
stockholders, the commission pointed out 
that the volume of trading in this com- 
pany’s preferred stock had not been 
heavy, but it was substantial enough to 
indicate that certain holders were willing 
to dispose of the stock. The commission 
continued : 


. when the issuer of securities is in the 
open market as a purchaser or seeks to pur- 
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chase directly from the holders on tender, it 
is important that information be made avail- 
able to holders so that they may form an in- 
telligent judgment of the worth of the se- 
curities in relation to the offer to buy. This 
matter of disclosure is particularly im- 
portant when, as is here the case, the ques- 
tion of holding or selling is one which must 
be resolved against circumstances presently 
confronting the system as a whole. 


This company is involved in proceed- 
ings under § 11 of the Holding Company 
Act, and security holders would be in- 
terested in the outcome of the proceed- 
ings and in the consequences to them 
of compliance by the system with any 
order which the commission might issue. 
The commission said that there were 
presently available statistical data which 


e 


had been assembled and correlated by 
statistical houses of general repute 
which would bear directly on the pure in- 
vestment questions which security hold- 
ers faced. The commission quoted from 
“Standard Outlook for the Security 
Markets” published by Standard Statis- 
tics, from Pusric Utivities Fort- 
NIGHTLY, issue of March 13th, and from 
Moody’s Stock Survey of March 31st. 
The condition was imposed that a copy 
of the findings and opinion containing 
these references be enclosed in any letter 
or communication sent to the preferred 
stockholders in connection with this ac- 
quisition. Re Engineers Public Service 
Co. (File No. 70-248, Release No. 
2699). 


Agreements between Affiliates for Promotion 


Of Appliance Sales 


LECTRIC and gas companies, accord- 
EK ing to a ruling of the Pennsylvania 
commission, have the incidental power to 
discount conditional sales contracts cov- 
ering appliances sold to their customers. 
Agreements providing for distribution to 
an affiliated sales company of orders for 
appliances and equipment taken by sales- 
men of utility companies are not, how- 
ever, necessary or proper for the service, 
accommodation, convenience, or safety 
of the public. 

The views of the commission were an- 
nounced in a proceeding in which an 
application for approval of agreements 
between electric and gas utilities and an 
affliated sales company were presented 
for approval. The right of a gas or elec- 
tric company to engage in merchandising 
activities as an implied or incidental 
power under its charter was recognized, 
and the commission said it was con- 
strained in view of judicial decisions to 
hold that such utility companies have 
the incidental power to discount condi- 
tional sales contracts assigned to it by an 
affliated merchandising company. Ap- 
proval of an agreement covering such 
transactions was granted upon a showing 
that the utilities would secure a return 
adequate to provide the entire cost of 
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handling the account, plus a return on 
investment. 

Agreements providing for the distribu- 
tion to the sales company of orders for 
appliances and equipment taken by sales- 
men of the utility company were disap- 
proved, with the statement: 


Whether or not Light Company or Gas 
Company engages in the sale of appliances 
is a matter for each company to determine, 
but, in our opinion, if they elect to do so, 
they should engage in such activities directly, 
not indirectly. They should not expend 
large sums of money which are charged to 
operating expenses, and therefore ultimately 
berne by their consumers, for the solicita- 
tion of orders for appliances for the benefit 
of an affiliated company. While we fully 
recognize that the sale of load-building ap- 
pliances will increase to some extent the con- 
sumption of electricity and gas, yet it is 
manifestly unfair to the utilities and their 
consumers that they should bear the brunt 
of the expense of selling appliances without 
participating in the gross profits of sales. 
In our opinion the greater portion of the 
benefits to be derived from the agreements 
will inure to Sales Company at the expense 
of the consumers of Light Company and Gas 
Company, which is incompatible with the 
semipublic nature of the utility business of 
Light Company and Gas Company. 


Re Duquesne Light Co. et al. (Applica- 
tion Docket Nos. 32366, Folder 2, 
58906, 58907). 
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Conditions of Approval of Stock Issue by 
Subsidiary for Expansion Purposes 


HE Securities and Exchange Com- 

mission permitted declarations by a 
subsidiary electric company for the issu- 
ance of additional stock for expansion of 
generating facilities to become effective 
upon finding that the securities qualified 
under § 7 of the Holding Company Act. 
Acquisition of stock of the subsidiary by 
an intermediate holding company was 
also approved, the commission ruling 
that the intermediate holding rather than 
a top holding company was the proper 
company to acquire the stock. 

The issuing company was the Monon- 
gahela West Penn Public Service Com- 
pany, operating in West Virginia. Part 
of its stock is held by the top holding 
company, American Water Works & 
Electric Company, while other stock is 
owned by the West Penn Power Com- 
pany, which is an indirect subsidiary of 
American Water Works & Electric 
Company, approximately 65 per cent of 
its common stock being owned by the 
West Penn Electric Company (the in- 
termediate holding company) and 30 per 
cent by West Penn Railways Company, 
which in turn is a wholly owned subsid- 
iary of West Penn Electric. 

The commission, after explaining what 
attempts had been made to simplify the 
holding company system under § 11 of 
the Holding Company Act, concluded 
that the transfer of Monongahela stock 
to West Penn Electric appeared to be a 
logical step in the direction of simplifi- 
cation under -§ 11. The commission 
continued : 


With respect to the Monongahela stock 


presently proposed to be issued, it therefore 
appears that this stock should be acquired 
by West Penn Electric Company, since that 
company is the one which will presumably 
be the ultimate owner of the remaining 
Monongahela stock. It is true that the ac- 
quisition of Monongahela stock by West 
Penn Electric at the present time will result 
in the stock being owned by three different 
companies, American Water Works, West 
Penn Power, and West Penn Electric. How- 
ever, the solution for terminating such own- 
ership would appear to be the acquisition by 
West Penn Electric not only of the new 
stock proposed to be issued, but also the 
stock now owned by American Water 
Works. 

In addition, of course, it has been rep- 
resented both to us and to the Pennsyl- 
vania commission that West Penn Electric 
will acquire the balance of the Monongahela 
stock now owned by West Penn Power. It 
is therefore apparent that since West Penn 
Electric is the proper holding company to 
own this stock, an acquisition by that com- 
pany would be in the public interest as a first 
step in the right direction. 


The debt ratio question was also in- 
volved in this case. The commission ap- 
proved the issuance of stock because the 
present debt aggregated approximately 
58 per cent of total capitalization, and of 
the remainder 13.7 per cent represented 
preferred stock, and 28.3 per cent com- 
mon stock and surplus. On a basis ad- 
justed to reflect a proposed write-down 
of assets and capital and the proposed 
additional stock issue, the respective capi- 
talization ratios would be approximately 
68 per cent for debt, 16 per cent for pre- 
ferred stock, and 16 per cent for common 
stock. Re Monongahela West Penn Pub- 
lic Service Co. et al. (File No. 70-253, 
Release No. 2663). 


e 


Authority of Power Commission to Direct 
Eliminations from Accounts 


fa circuit court of appeals, seventh 
circuit, in reviewing an order of the 
Federal Power Commission, in a pro- 
ceeding to determine the actual legitimate 
original cost of a federally licensed power 
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project, held that the commission had 
authority to direct elimination of items 
found not to constitute real assets and to 
establish uniform accounting. The ques- 
tion whether these particular items were 
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properly excluded from actual legitimate 
original cost was not involved, but the 
company contended that the commission 
had no power to direct that items of cost 
admittedly not a part of net investment 
should be stricken from its books of ac- 
count. 

One of the arguments was that the or- 
der was wholly unnecessary at the pres- 
ent time, for the reason that the condi- 
tions making it desirable or necessary 
that the government ascertain the cost 
had not yet arisen. The commission 
agreed with Clarion River Power Co. v. 
Smith, 61 App DC 186, PUR 1932E 149, 
59 F(2d) 861, that an interpretation of 
the act so as to extend indefinitely the 
time for action by the commission would 
be unreasonable. The court ruled that 
the act contemplated an exercise of con- 
stant regulatory power by the commis- 
sion. 

It was also urged that to enforce this 
portion of the order would be to infringe 
upon the jurisdiction of the Wisconsin 


commission, which, in fixing rates, de- 
termines values. The court, however, 
ruled that the order was in no wise bind- 
ing upon the state commission, that the 
accounting prescribed by the Federal 
commission did not preclude accounting 
regulation by the state body, and that 
each commission was empowered to act 
within its own field. 

Moreover, the court held, the order did 
not invade the field of management, as 
it merely carried to completion the statu- 
tory duty of finding the cost of construc- 
tion by directing the company to enter 
upon its books the determined cost. This, 
said the court, was not management but 
was regulation contemplated by the act. 
The final ruling was made that the com- 
pany had not made out a case of confisca- 
tion contrary to its constitutional rights, 
since the order worked no deprivation of 
property, but merely directed that the 
record should accord with the facts. 
Northern States Power Co. v. Federal 
Power Commission, 118 F(2d) 141. 


e 


Power to Deny Operating Authority to 


Municipal Plant 


HE Wisconsin commission, in af- 

firming a former order granting a 
certificate of convenience and necessity 
toa municipality for the construction of 
a water plant, considered the question 
whether the commission has authority to 
deny an application made by a village and 
whether the commission has authority to 
reopen a docket after a certificate has 
been issued. It was ruled that the com- 
mission had authority to refuse a certifi- 
cate and that it could not disturb its or- 
der, opinion, and certificate previously 
issued. 

The section under which the commis- 
sion grants a certificate relates to all pub- 
lic utilities and does not attempt to dis- 
tinguish between municipally and pri- 
vately owned utilities. 

Concerning this statute, the commis- 
sion said: 

The municipality engages in public utility 
activities in its proprietary and not in its 
governmental capacity. If § 196.49 (1) does 
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not permit the commission to refuse to is- 
sue a certificate, it is meaningless. There 
has been no contention that the commission 
has no authority to refuse a certificate to a 
privately owned utility. Since municipally 
owned and privately owned utilities stand on 
an equal footing before the commission, it 
follows that the commission may grant or 
refuse a certificate to the municipally owned 
utility as the facts and circumstances war- 
rant. 


Reference was made to an opinion of 
the attorney general to the effect that if 
the period for rehearing has expired and 
if parties have acted upon a determina- 
tion of the commission, the commission 
affects the status of the parties with ref- 
erence to the subject matter by reconsid- 
ering its action. It was said that the at- 
torney general had properly distinguished 
between orders of the commission which 
had a continuing effect, such as (a) 
those which would prescribe a certain 
level of rates for the future, and (b) de- 
terminations of the commission of a quasi 
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judicial nature which when made fixed 
the rights or authority of the parties be- 
fore the commission and constitute but a 
single and not a continuing function. 

It was ruled that after the commis- 
sion has once determined that public con- 
venience and necessity permit a village 


to engage in business as a public utility, a 
certificate has issued, and the time for re- 
hearing and appeal has expired, the condi- 
tion laid down by the statute has been 
fully met and the village has obtained an 
indefeasible right to engage in the busi- 
ness. Re Village of Arena (CA-1513). 


e 


Business Telephone Classification 


fier Idaho commission, after in- 
vestigation of a telephone patron’s 
classification, ruled that he should be 
classified as a business subscriber instead 
of a residential subscriber. He had been 
using a residential telephone on his farm 
and had built up a successful dairy busi- 
ness, sufficiently important that he was 
advertising the same as “Sanitary Dairy.” 
It was said to be evident that he was using 
service for a business purpose. 

All telephone companies, said the com- 
mission, are required to make a rate for 
subscribers in accord with the use and 
cost of the service. A telephone company 
may charge a higher rate for business 
service than for simple residential serv- 


ice. The classification, it was said, de- 
pends almost wholly on the use made of 
the phone by the subscriber or customer. 
The commission continued : 


Courts have held almost without deviation 
in decisions that where doctors, lawyers, 
dentists, photographers, dressmakers, and 
the like using their residences for calling 
and for being called are business phones and 
should be so classified. ... 

The testimony here shows that while the 
user may not intend to use to any great ex- 
tent the resident phone to build up his Sani- 
tary Dairy, that he has used the same some- 
times two or three times a day in answering 
calls touching his milk or dairy business. 


Hall v. Interstate Telephone Co. (Case 
No. F-1237, Order No. 1747). 


e 


Other Important Rulings 


HE California commission held that 

when rates are voluntarily reduced 
it does not follow that reparation should 
be awarded on shipments made prior to 
the reduced rates. Rosenberg Bros. & Co. 
v. Southern P. Co. (Decision No. 33866, 
Case No. 4498). 


Actual operation is, in the opinion of 
the California commission, an essential 
ingredient of an operative right and 
where such operation ceases without au- 
thority, the operative right becomes im- 
paired to such a degree that it may no 
longer be the subject of transfer. Re 
Hawkins (Decision No. 33872, A pplica- 
tion No. 23593). 


The United States Court of Appeals 
for the District of Columbia held that it 
does not have jurisdiction to grant a stay 
of an order of the Federal Comm unica- 
tions Commission authorizing a radio sta- 
tion to modify its facilities, pending ap- 
peal from such order by an existing sta- 
tion. Scripps-Howard Radio v. Federal 
Communications Commission. 


The court of civil appeals of Texas 
held that the commission has no juris- 
diction to grant a certificate to operate 
over unconstructed projected public 
highways. Southwestern Greyhound 
Lines v. Railroad Commission, 147 
SW (2d) 318. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Long Beach Gas Company, Incorporated 


[Case No. 10198.] 


Accounting, § 37 — Preliminary engineering expenses — Organization expense. 
1. Preliminary engineering expense for the purpose of ascertaining the 
amount and character of a gas distribution system is not an organization 
expense, p. 6. 

Accounting, § 37 — Work in connection with extensions — Work relating to pur- 

chases — Organization expense. 
2. Work in connection with extensions and the purchase of gas mains is 
no part of organization expense, but, if it is to be included anywhere, it 
should be included under engineering, p. 6. 

Accounting, § 23 — Franchise expense — Conferences with municipal officers. 
3. Expenses relating to conferences with officers of a village and having 
to do with franchises or consents are not chargeable to organization ex- 
pense, p. 6. 

Accounting, $ 30.1 — Circulars — Business promotion — Organization expense. 
4. Expense in connection with preparing and distributing circulars to in- 
terest people in the use of gas is an operating expense and not a capital 
charge to be included in organization expense, p. 6. 

Accounting, § 17.1 — Corporation expense — Certificate — Change in directors. 
5. A charge for preparing a certificate of increase in the number of direc- 
tors is not an organization expense, p. 6. 

Accounting, § 7.6 — Operating expense account — Relation of expense to past 

period. 
6. An expense relating to a past period cannot be charged as an operating 
expense, although if it were presently incurred it might be so charged, 
p. 6 
(1] 1 38 PUR(NS) 
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Accounting, § 56 — Revisions — Charges to surplus — Item disallowed as organ- 
ization. 

7. An item claimed as organization expense but disallowed as not rep- 

resenting organization expenses must be charged to surplus when it is not 


properly chargeable to gas plant acquisition adjustments because it did not 
arise from this source, p. 6. 


Accounting, § 33 — Rentals. 


8. Rentals paid prior to the date of acquisition of property are not capital 
charges and should be excluded from property account, p. 9. 


Accounting, § 7 — Unsupported items. 


9. An item having no support and representing nothing the company now | 
possesses of value should be eliminated from property account and charged 
to surplus, p. 9. 


Accounting, § 31 — Property for future use. . 
10. An expenditure for services laid in anticipation of a real estate de- 
velopment but not used and useful should not be included in the account | 
for gas plant acquisition adjustments, particularly where it is not known 
whether the services are any longer in existence, p. 10. 

Accounting, § 13 — Property no longer in existence. 
11. Book cost of property no longer in existence and meter installations 
and general equipment not inventoried should not be included in the plant 
acquisition adjustment account, p. 10. 

Accounting, § 12.1 — Appraisal expense. 

12. An expenditure for appraisal of a holder site after purchase should 
not be charged to land account as such an item should be written off, when 
incurred, through operating expenses, p. 10. 


Accounting, § 13 — Relocation of property. 
13. The expense of relocation of property is an operating expense and 
should be excluded from an acquisition adjustment account, p. 10. 
Accounting, § 17.1 — Directors’ fees. 
14. Directors’ fees are operating expenses and not proper capital charges, 
p. 10 
Accounting, § 56 — Revisions — Charges to surplus — Item relating to property 
no longer in existence — Inadequacy of depreciation reserve. 
15. Expenditures relating to property no longer in existence, and there- 


fore excluded from the acquisition adjustment account, should be charged 


to surplus account in the absence of an adequate depreciation reserve, 
p. 12. 


Accounting, § 31 — Property partially used. 


16. Property which is only partially used and useful in utility operations 
and which is of such a nature that the portion so used is not separable from 
the portion which is not so used may, for accounting purposes, be included 
in the account for plant in service, p. 13. 


Accounting, § 19 — Property paid for by consumers. 


17. The original cost of property paid for by consumers which is being 
used to render gas service may be included in the account “Gas Plant in 
Service,” provided an offsetting liability account is established which will 
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show the source of the funds obtained which the company itself did not 
provide, p. 14. 


Accounting, § 13 — Services on private property. 
18. The cost of services installed by a gas company on private property 


may be included in the account “Gas Plant in Service,” although the com- 
pany may not own the services, p. 14. 


Accounting, § 56 — Revisions — Deferred debits of past years. 


19. Deferred debits incurred more than twenty years ago should be elim- 
inated from the balance sheet by a charge to surplus, p. 15. 


Accounting, § 56 — Revisions — Charges amortized without authority. 
20. A deferred debit representing a part of costs incurred by a company 
in the past in connection with the inventory and appraisal of its property, 


which the company has been amortizing without the necessary approval 
of the Commission, should be charged off to surplus, p. 15. 


Procedure, § 36 — Res adjudicata — Prior action on account. 


21. Failure to require proper action on an accounting item in an earlier 
proceeding is not determinative of what should be done today, p. 16. 


Accounting, § 56 — Retransfer of reserve — Depreciation. 


22. The balance in a reserve for accrued amortization of capital, created 
out of charges to operating expenses, when transferred several years ago 
to surplus, should be returned to the reserve for depreciation, p. 16. 


Accounting, § 56 — Revisions — Contributions in aid of construction — Transfer 
of item. 
23. An item representing amounts collected by a gas company in connec- 
tion with the installation of new mains and services, credited to merchan- 
dise and jobbing revenues contrary to the requirements of the uniform 
system of accounts, should be transferred to the account “Contributions 
in Aid of Construction,” p. 16. 


Intercorporate relations, § 15 — Payments to affiliates — Cost of service. 
24. No charge for management, construction, engineering, or similar serv- 
ices made by an affiliated interest should exceed the reasonable cost of per- 


forming such services, under established law and under Public Service 
Law, § 110, Par. 3, p. 25. 


Accounting, § 24.1 — Payments to affiliates. 
25. A fee improperly paid by a gas company to an affiliate which is prac- 
tically the construction department of a related utility system, should, 


when the cost of performing the service is not proven, be eliminated from 
original cost and be charged to surplus, p. 26. 


Depreciation, § 5 — Powers of Commission — Adequacy of reserves. 
26. The Commission does not consider that it has authority to compel a 
company to provide and maintain an adequate reserve, in view of decisions 
of the state courts, p. 28. 


Accounting, § 4 — Jurisdiction of Commission — Original cost records. 
27. The Commission has authority to require gas companies under its 
jurisdiction to determine original cost according to the definition of such 


cost as the cost to the person first devoting the property to public service, 
p. 29. 
[March 19, 1941.] 
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ROCEEDING on motion of Commission as to accounts and rec- 
ords of a gas company and as to original cost of property 


and existing depreciation; changes in accounts ordered. 


APPEARANCES: Gay H. Brown, 
Counsel (by George E. McVay, As- 
sistant Counsel), for the Public Serv- 
ice Commission ; Griggs, Baldwin and 
Baldwin (by Charles G. Blakeslee and 
E. J. Crummey), New York city, 
Attorneys, for Long Beach Gas Com- 
pany, Inc.; M. John P. Jacobs, Brook- 
lyn, Counsel, United Taxpayers of 
Long Beach, Inc.; John M. Mitchell, 
Mineola, Long Island, Deputy County 
Attorney, for the county of Nassau; 
Callaghan, Stout and Nova (by Steph- 
en Callaghan and Thomas A. Gaff- 
ney), New York city, Special Counsel 
for Long Beach Gas Company. 


MALTBIE, Chairman: This is a pro- 
ceeding on motion of the Commission 
to inquire into the accounting meth- 
ods of the Long Beach Gas Com- 
pany, Inc., and to determine what, if 
any, changes should be made in ac- 
counts of that company to make them 
conform to the system of accounts 
prescribed by the Commission. It is 
one of a number of cases initiated by 
the Commission for the same pur- 
pose. 


In compliance with an order re- 
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quiring gas companies to establish 
continuing property records, often 
called ‘“‘perpetual inventories,” the 
company in 1936 started to inventory 
its property. In December, 1938, the 
company submitted journal entries 
which purported to place the plant ac- 
counts on the basis of original cost, 
classified according to the new sys- 
tem of accounts. The difference be- 
tween the property account as it stood 
on December 31, 1937, and the orig- 
inal cost as determined by the com- 
pany in connection with the prepara- 
tion of its continuing property record 
was charged by the company to Ac- 
count 105, Gas Plant Acquisition Ad- 
justments. 

The order instituting the present 
proceeding was adopted May 28, 1940, 
and on October 14, 1940, testimony 
was presented by the staff of the Com- 
mission in relation to proper book en- 
tries. On that date, Exhibit 1 was in- 
troduced by Francis T. Mylott, con- 
sulting accountant, setting forth the 
company’s balance sheet as of January 
1, 1938, and also showing various 
adjustments recommended. In sum- 
mary form these are as follows: 
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Case No. 10198—Lonc Beacu Gas Company, INc. 
Table 1, Adjusted Balance Sheet, January 1, 1938 











Adjustments 
Assets Per Books Debit Credit Adjusted 
Utility plant—gas 
tablish Gas plant in service $1,936,096.10 $66.00(1)  $89,700.12(2) $1,846,461.98 
Construction work in progress 17.69 17.69 
often Gas plant held for future use 7g 13,357.18 
” the Gas plant acquisition adjust- 
33,124.03 (3) 
entory 
38, the Total utility plant $1,969,237.82 $13,423.18 $122,824.15 $1,859,836.85 
entries Investment and fund accounts .. 715.70 715.70 
Current and accrued assets .... 76,590.62 76,590.62 
int ac- Unamortized debt discount and 
1 cost, expense 140,347.04 .96(4 140,256.08 
, ty deferred debits 30,351.48 5 
N SYS- Capital stock expense 9,782.85 719 782. 
ice be- Balance for further disposition 42, 535, 83(3) 42,535.83 
stood 227,025. $56,678.33 $153,985.91 $2,129,717.93 
_— Liabilities 
* COM- BH Total capital stock $422,500.00 $422,500.00 
‘epara- Long term debt 844,900.00 844,900.00 
record Advances from associated com- 
panies 999,230.50 999,230.50 
to Ac- Current and accrued liabilities 134,908.88 134,908.88 
in Ad- Customers’ advances for con- 
struction 3,810.16 { 2,894.07 
Reserve for depreciation of gas . 
plant 5,527.38 $10,980.60 (7) 16,507.98 
resent Reserve for uncollectible ac- 
1940, counts 10,716.48 10,716.48 
. Other reserves 1,955.13 1,955.13 
AMOony Contributions in aid of construc- 
. Com- i 56,203.71 oneant 3} oe 
16.09 (6 954.3. 
ok en- 30,768.53(8) 
was in- 66,931.14(2) 
t, con- 90.96 (4) 
’ 252,726.73D 10,980.60 (7) 391,849.44D 
th the 30,768.53 (8) 
anuary 30,351.48 (5) 
rarious $2,227,025.51 $140,038.80 $42,731.22 $2,129,717.93 


1 sum- D—Deficit. 
. Notes: The numerical symbols in brackets indicate generally the offsetting debit and credit 
> aaeee Undeclared dividends on 7 per cent cumulative preferred stock amount to $248,- 


Gas Plant in Service in the Mains account to correct for a 


The adjustments will be discussed Contribution in 1923 for the extension 
in the order enumerated. Mr. Mylott toa certain 4-inch wrought iron main. 
proposes to increase Gas Plant in This should have been credited to the 
Service $66 and to decrease it $89,- account, Contributions in Aid of Con- 
700.12. The increase is to be made __ struction, and that is now being done. 
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The deduction of $89,700.12 (Item 
2) is composed of : 


$25,083.02 


Organization 
19,174.41 


Storage land 

Storage structures and 
ments 

Distribution land and land rights .. 

Interest during construction 

Other overheads 

Phillips’ fees 


improve- 


13,357.18 
4,660.44 
14,945.78 
2,772.98 
9,706.31 


$89,700.12 


Organization—$25,083.02. 

[1-7] This item consists chiefly of 
a charge of $25,000 in 1916, purport- 
ing to represent a payment to George 
MacDonald, described on the voucher 
as follows: 

“To services and expenses in con- 
nection with promotion and organiza- 
tion of the Long Beach Gas Company 
including legal expenses ; examination 
of the trust mortgage of the Long 
Beach Estates; investigation and ex- 
amination of the legal matters in con- 
nection with the incorporation of the 
village of Long Beach as to their juris- 
diction over streets and highways; pre- 
liminary engineering expenses and hir- 
ing of engineers for the purpose of as- 
certaining the amount and character 
of the gas distribution system laid at 
Long Beach; character of the soil; 
preliminary engineering maps in con- 
nection therewith ; conference with of- 
ficers of the estates of Long Beach 
at Long Beach and New York city; 
preliminary and tentative contracts 
drawn up and negotiations for exten- 
sion and purchase of gas mains; con- 
ference with officers of the incorporat- 
ed village of Long Beach; attendance 
at hearings at Long Beach in connec- 
tion with introduction of gas therein; 
attendance upon hearings, mass meet- 
ings of the taxpayers and citizens of 
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the village of Long Beach regarding 
gas; expenses in connection with pre- 
paring and distributing circulars to in- 
terest the citizens, householders, archi- 
tects, etc., in the introduction of gas: 
attending conferences and_ hearings 
relative to the incorporation of the 
Long Beach Gas Company and subse- 
quent purchase for the Long Beach 
Gas Co. of the gas distribution system. 
All work in connection with above 
extending from 1912 to 1916 
$25,000.” 


This statement covers several types 
of alleged services, some of which 
might possibly relate to items includi- 
ble in Organization account according 
to the present system of accounts, but 
others could not possibly be so includ- 
ed. For example, preliminary ex- 
gineering expenses for the purpose of 
ascertaining the amount and character 
of the gas distribution system laid in 
Long Beach is not an organization ex- 
pense, according to any reasonable in- 
terpretation of the term. Work in con- 
nection with extensions and the pur- 
chase of gas mains is similarly no part 
of organization expense; if it is to be 
included anywhere, it should be in- 
cluded under engineering. Confer- 
ences with officers of the incorporated 
village of Long Beach have to do with 
franchises or consents but not organ- 
ization. Expenses in connection with 
preparing and distributing circulars to 
interest people in the use of gas is an 
operating expense, not a capital charge. 

The voucher gives no breakdown 
of the lump sum figure and is not sup- 
ported by any receipts from engineers 
and others whose services the bill pur- 
ports to cover. Mr. Mylott was una- 
ble to obtain any indication of how the 
total sum should be distributed among 
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the various items. Without such dis- 
tribution, it is impossible to allocate to 
the proper account any item even 
though the payment, if known, might 
be considered a proper charge to some 
other account. 

Mr. Booth, the company’s auditor, 
testified concerning this charge. On 
direct examination, it was his opinion 
that it belonged in the Organization ac- 
count; but on cross-examination he 
was unable to say what portion of the 
$25,000 represented promotion costs, 
organization costs, or any of the other 
different items mentioned in the vouch- 
er or bill. 

The definition of Account 301, Or- 
ganization, in the present system of 
accounts is as follows: 

“301. Organization 

“This account shall include fees paid 
to Federal or state governments for 
the privilege of incorporation and ex- 
penditures for organizing the corpo- 
ration, partnership, or other enterprise 
and putting it into readiness to do 
business. 


“ITEMS 


“1. Cost of obtaining certificates 
authorizing an enterprise to engage in 
the public utility business. 

“2. Fees and expenses for incorpo- 
ration. 

“3. Fees and expenses for mergers 
or consolidations. 

“4, Office expenses incident to or- 
ganizing the utility. 

“5. Stock and minute books and 
corporate seal.” 

Notes A and B omitted. 

The charges which Mr. Mylott did 
not question as appropriately chargea- 
ble to this account included an item of 
$850 described as follows: 


“R. J. LeBoeuf— 

“Legal services relative to the or- 
ganization of the Long Beach Gas 
Company, Inc. ; Preparation of certifi- 
cate of incorporation including by- 
laws, attendance at all proceedings in- 
cident to incorporation and meetings 
of incorporators.” 

This bill is clearly a proper charge 
to the Organization account, but there 
is nothing in the bill of Mr. Mac- 
Donald that can be identified or con- 
nected with the items mentioned in the 
definition given above. 

Further, in Case No. 9815, decided 
April 30, 1940, involving the rates of 
the Long Beach Gas Company, the 
same deduction was made from the 
Organization account as Mr. Mylott 
makes here and counsel for the com- 
pany took no exception at that time. 

Considerable discussion was had 
during cross-examination of Mr. My- 
lott to the effect that preliminary en- 
gineering services might properly be 
chargeable to engineering or other 
property account. But as Mr. Mylott 
testified, there is nothing to indicate 
how much, if any, of the $25,000 re- 
lated to such services. Further, the 
company itself has made no attempt to 
assign any portion to any property ac- 
count other than Organization. 

In view of all those circumstances 
and considered in relation to the size 
of the company, the matters to be cov- 
ered in organizing a small company 
and the charges made in other cases 
constantly coming before the Commis- 
sion, the total amount cannot be con- 
sidered as part of the orginal cost of 
plant in service. 

The small item of $83.02 represents 
a charge in 1930 for “preparing cer- 
tificate of increase in number of di- 
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rectors.” It will be seen from the text 
of the account that such an item is not 
includible therein. 

Having concluded that $25,083.02 
should be eliminated from Gas Plant 
in Service, we come to the question— 
To what account shall it be charged? 
There are two possible ways of dis- 
posing of the item, namely, charge to 
Account 105, Gas Plant Acquisition 
Adjustments or to Surplus. As the 
provisions of the Uniform System of 
Accounts must be applied, I quote 
those applicable to Account 105: 

“105. Gas Plant Acquisition Ad- 
justments 

“A. With respect to gas plant ac- 
quired prior to January 1, 1938, and 
still in service, leased to others, and 
held for future use at that date, this 
account shall include the difference 
between the book cost thereof as of 
December 31, 1937, and the original 
cost thereof when such difference is 
not clearly includible in any other ac- 
count, unless otherwise ordered by the 
Commission. 

“B. With respect to gas plant ac- 
quired after December 31, 1937, as an 
operating unit or system by purchase, 
merger, consolidation, liquidation, or 
otherwise, this account shall include 
(unless otherwise ordered by the Com- 
mission) the difference between (a) 
the cost to the accounting utility of 
such gas plant and (b) the original 
cost thereof, estimated if not known, 
less the amount or amounts credited to 
the depreciation reserve of the ac- 
counting utility at the time of acquisi- 
tion with respect to such gas plant. 
(See gas plant instructions, 2, 3, and 
4) 


“C. Whenever practicable, this ac- 
count shall be subdivided according to 
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the character of the amounts includ- 
ed herein and so as to show the 
amounts applicable to gas plant in 
service, gas plant leased to others, and 
gas plant held for future use. 

“D. A record shall be kept of the 
amounts in this account for each prop- 
erty acquisition after December 31, 
1937. 

“E. With respect to the amount ap- 
plicable to gas plant acquired prior to 
January 1, 1938, and to each property 
acquisition thereafter, the utility shall 
notify the Commission as to its pro- 
gram for depreciation, amortization, 
or other disposition of the amounts in- 
cluded in this account.” 

As the item here being considered 
relates to expenditures prior to 1938, 
paragraph A is the most important. 
It provides that the difference between 
the book cost and the original cost 
shall be placed in that account “when 
such difference is not clearly includi- 
ble in any other account, unless oth- 
erwise ordered by the Commission.” 
The Commission has as yet made no 
determination. | Consequently, — the 
first question to be answered is wheth- 
er the item here being considered is 
clearly includible in another account. 

The company has classified it in the 
Organization account, but, for rea- 
sons already stated, this is considered 
improper. A careful reading of the 
provisions in Account 105 indicates 
that this account is to include excess 
book cost over original cost arising out 
of plant acquisitions, but the item here 
being considered did not arise from 
this source. It was not entirely re- 
lated to the acquisition of any proper- 
ty, and even if we concede that a part 
might be so attributed if it could be 
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segregated, the entire amount does not 
relate to acquisition of plant, and there 
is no way of determining how much 
should be so attributed if the Commis- 
sion were to decide to do so. 

Mr. Mylott suggests that it should 
be charged to Earned Surplus on the 
ground that part of it should have 
been and would be new, if the expense 
were presently incurred, charged as 
an operating expense. As it relates to 
apast period, it cannot now be charged 
as an operating expense and must be 
charged to Surplus. 


Storage Land—$19,174.41. 

[8] This item consists of rentals 
of $18,000 ($12,000 for the year 
1926 and $6,000 for the first six 
months of 1927) plus overheads ar- 
bitrarily assigned to the rentals 
amounting to $1,174.41. When the 
company acquired the property in 
1927, it capitalized the purchase price 
of the property and also the rentals 
paid prior to the date of acquisition. 
Rentals are operating expenses and 
not capital charges. Hence, the total 
charge of $19,174.41 was an improper 
entry and should now be reversed by 
crediting the property account and deb- 
iting Surplus. 

In Case No. 3927 (printed page 389 
[1938] 1 Ann Rep NYPSC 353, 22 
PUR(NS) 289, the Commission 
found that this item was not a part 
of the cost of land (this was likewise 
noted by the Commission at page 14 
of its printed opinion in Case No. 
9815). On cross-examination of Mr. 
Mylott, reference was made to an 
opinion of the company’s counsel at 
the time of purchasing the land, but 
the company did not introduce this in 
evidence or include it in the brief. 


Storage Structures and Improvements 
— $13,357.18. 

This item represents the cost of 
heating equipment for the gas holder, 
which equipment was not in service on 
January 1, 1938, and was held for fu- 
ture use. The company itself trans- 
ferred this item from Gas Plant in 
Service to Gas Plant Held for Future 
Use in June, 1939. It is so treated 
here. 


Distribution Land and Land Rights— 
$4,660.44. 

[9] This consists of a payment of 
$4,375 to the Nassau & Suffolk Light- 
ing Company as reimbursement for a 
payment by that company to Henry 
MacDonald for professional services 
and expenses and assigned overheads 
of $285.44, making a total of $4,660.- 
44. Mr. Mylott included a photostat 
copy of the voucher of the Nassau 
& Suffolk Lighting Company, dated 
May, 1926, giving the following de- 
scription for the item of $4,375: 

“To professional services in con- 
nection with the negotiations, confer- 
ences, and meetings with the board of 
directors and stockholders of Atlantic 
Beach Associates, Inc., of Long Is- 
Jand, seeking the acquisition of ex- 
clusive and perpetual easements and 
rights of way over practically all that 
property situated at Long Beach, west 
of the incorporated westerly bound- 
aries of the city of Long Beach and 
running westerly to the Rockaway In- 
let. These conferences and meetings 
cover a period of practically six 
months and during which time no less 
than six different types of easements 
were prepared and an equal number of 
contracts; conferences in New York 
city and meetings with stockholders 
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and directors of Atlantic Beach Associ- 
ates, Inc., in New York city and Brook- 
lyn and Long Island. Examination of 
dates, government records, and cor- 
porate documents of the Atlantic 
Beach Associates, Inc., trips to Rock- 
away and Atlantic Beach. Examina- 
tion of the statutes and decisions in 
connection with the foregoing 
$3,500.00 


Expenses and disbursements in con- 
nection with above 


$4,375.00” 


As in the case of another payment 
to George MacDonald, previously 
mentioned, no details were obtainable. 
On cross-examination Mr. Mylott 
stated: “We asked the company to 
furnish us with written easements 
showing the rights that the company 
claimed it obtained for the payment of 
this $4,375,” but the company did not 
do so. As the item has no support and 
represents nothing the company now 
possesses of value, it should be elimi- 
nated and charged to Surplus. 

In Case No. 9815, the amount was 
excluded from the cost of existing 
property and no exception was taken 
by counsel for the company. 


Interest during Construction— 
$14,945.78 

In Case No. 3927, supra (printed 
pages 388, 389), it was held that in- 
terest charges of $2,772.67 and $12,- 
423.26 (total of $15,195.93) should 
be eliminated from plant accounts. 
Mr. Mylott accordingly eliminated 
that amount from the various proper- 
ty accounts to which it had been 
spread. Of the total of $15,195.93, 
the major portion or $14,954.88 (less 
$9.10 which was retired in 1937, leav- 
ing the amount of $14,945.78) was 
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eliminated from Gas Plant in Service 
and the remainder ($241.05) was 
eliminated from the amount set up in 
Account 105, Gas Plant Acquisition 
Adjustments. This adjustment was 
not questioned by company counsel, 
Mr. Mylott charged these amounts to 
Earned Surplus. 


Other Overheads—$2,772.98. 

This adjustment carries out the 
finding in Case No. 3927, supra 
(printed page 388), that certain 
charges for engineering and superin- 
tendence, law expenditures during con- 
struction, and injuries and damages 
during construction, were improper. 
Mr. Mylott made a slight revision of 
the company’s allocation of these over- 
heads, resulting in the amount of $2,- 
772.98 which he transferred to Earned 
Surplus. Counsel did not question 
this proposal. 


Phillips’ Fees—$9,706.31. 

The dispositon of this item requires 
considerable discussion and is deferred 
until all of the other items have been 
disposed of. Mr. Mylott recommends 
that it be charged to Earned Surplus. 

The charge to Surplus appearing on 
Table 1, amounting to $66,931.14, is 
made up of the items already discussed 
and found chargeable to Surplus, plus 
the small item of $294.51 representing 
interest and other overheads which 
the company included in Account 105. 


Gas Plant Acquisiton Adjustments 
[Account 105] 


[10-14] In its preparation of cor- 
tinuing property records, the company 
made an inventory of its property as 
of December 31, 1936, and, according 
to the testimony of Mr. Booth, this in- 
ventory was priced according to costs 
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shown on the books of the company. 
The resulting property costs were 
reclassified according to the system of 
accounts that became effective January 
1, 1938, and “the difference between 
the book cost at December 31, 1937 
and the original cost ($33,124.03) 
was charged to Account 105, gas plant 
acquisition adjustments.” 


In order to determine whether this 
isa proper entry, one must analyze the 
various items entering into the total 
which consists of the following groups 
of items (compiled from Exhibit 4, 
Table 10) : 


(1) Property no longer in exist- 
ence and not included in the 
inventory 

(2) Property not used or useful .. 

(3) Appraisal of holder site 

(4) Relocation of property 

(5) Certain assigned overheads .. 

(6) Items originally charged to 

organization 


(7) Meters inventoried 
but not charged to 
property on books $2,436.07 
(8) Miscellaneous items 
relating to retire- 
ments, repricing, 
578.10 3,014.17 


$33,124.03 





The largest part of the first item 
consists of $19,772.70 for “services 
and stubs no longer in existence and 
not included in inventory 12/31/36.” 
Mr. Booth was cross-examined about 


this and stated: ‘These were services 
that were laid in anticipation of a large 
real estate development there and at 
the time we made our inventory they 
were not included in there because they 
were not being used and useful.” He 
did not know whether they are any 
longer in existence, and admitted they 
could not now be located. Obviously, 


the amount for these services does not 
belong in Account 105. 

The remainder of the item includes 
book cost of governors “no longer in 
existence,’ meter installations and 
general equipment which were not in- 
ventoried. These too should not be in 
Acquisition Adjustment Account but 
should be eliminated entirely. 

The same is largely true of the sec- 
ond item which is for “steam line from 
power plant no longer in existence to 
holder.” Mr. Booth was cross-exam- 
ined as to this item and admitted that 
it was not included in the company’s 
inventory of used and useful property, 
but was not sure whether or not it 
was still in existence. It was evident- 
ly not intended for future use, for the 
company did not so classify it. 

The property should have been 
charged off when the plant from which 
the steam was supplied through the 
line in question was removed and 
written off. 

The third item of $266.31 is de- 
scribed in Exhibit 4 as “appraisal of 
holder site after purchase” in 1928. 
This is no part of the cost of the land 
and has been excluded by the company 
from plant in service. It should not 
have been charged to the land account 
originally under either the present or 
previous accounting system and should 
have been written off when incurred 
through operating expenses. 

The fourth item is also an operating 
expense. 

The fifth item represents certain 
overheads assigned to some of the 
above. Having excluded the items to 
which they apply, the overheads must 
follow. 

The sixth item is principally com- 
posed of $700 paid to C. A. Hickey, an 
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attorney, in relation to contracts with 
the village of Long Beach. The pay- 
ment was made about 1916 and the 
record does not indicate that there are 
any contracts now in existence to 
which this charge relates. There is 
no explanation of an additional charge 
of $212.51. The company admits it 
is not part of the cost of Gas Plant in 
Service or held for future use. Due 
to the absence of testimony showing 
its exact nature, it must be excluded. 
The remaining items are small except 
one for directors’ fees. These appear 
to be operating expenses and not prop- 
er capital charges under any system 
of accounts. On the record as it 
stands, the entire amount of $976.61 
must be excluded. 


As the matters in item seven have 
been entered in property account and 
originally reduced surplus, this credit 
should be made to Surplus, but in any 


event it has no relation whatever to 
Account 105. 

Item (8) is made up of a number 
of small items, some debits and some 
credits. The various items appear in 
Exhibit 4, Table 10. If entered in 
Surplus account, the net effect will be 
to increase surplus and the items are 
so small as not to merit extended dis- 
cussion. 

Having determined that the entire 
amount in Account 105 does not prop- 
erly belong there, the next question 
that arises is where should the items be 
charged. Mr. Mylott set them apart 
for further disposition by the Com- 
mission, being part of the amount 
shown on Table 1 opposite this head- 
ing of $42,535.83. Upon being 
pressed by counsel for the company to 
suggest how the items should be dis- 
posed of by the Commission, Mr. My- 
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lott testified that in his opinion they 
should all be charged to Earned Sur- 
plus. 

Counsel for the company seemed 
much disturbed because Mr. Mylott 
refrained from specifically reclassify- 
ing in his table every item that was on 
the company’s balance sheet, and be- 
cause there was no such account as 
“Balance for Further Disposition’: 
but findings are made herein and every 
item will be classified in some account. 

[15] As practically all of the item 
now being discussed relates to prop- 
erty no longer in existence, not used 
and useful, and not included in the in- 
ventory, the question naturally arises 
whether the book cost (over $33,500) 
should not be charged against the re- 
serve for depreciation instead of sur- 
plus. This might be a natural proce- 
dure if adequate provision had been 
made in the past to meet the deprecia- 
tion constantly accruing or to provide 
a reserve to which all retirement losses 
could be charged ; but as of January 1, 
1938, the balance in the depreciation 
reserve was only $5,527.38 for prop- 
erty having an original cost of nearly 
$1,850,000. Obviously, the reserve is 
such a ridiculously small amount (less 
than three tenths of one per cent) that 
it conclusively proves that no real at- 
tempt has been made in the past years 
to build up a reserve adequate to meet 
even retirements as they occurred, to 
say nothing about the depreciation 
which accrues from year to year and 
for which provision should be contin- 
ually made. 

Further, if the reserve were to be 
charged as suggested, the small bal- 
ance would be entirely wiped out and 
there would be a deficit in the reserve 
to the extent of about $28,000. A 
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transfer would need to be made from 
Surplus in order to meet the charge 
against the reserve. The net result 
would be that four-fifths of the charge 
which Mr. Mylott recommends should 
be made against Surplus would indi- 
rectly come out of Surplus. All in all, 
it would appear that the company has 
never attempted to build up a reserve 
to meet these retirements, and not hav- 
ing done so, the proper place for them 
to be entered when found is in Surplus 
account. 

If it be argued that one should not 
consider the present balance in the re- 
serve for depreciation but the balances 
in the Retirement Reserve Account 
when the property not now in existence 
or not now used or useful was retired 
from service, a similar condition will 
be found to exist. For example, Ex- 
hibit 4, Table 10, shows retirements 
made some time after 1926 of over 
$8,500. At the end of 1926, the bal- 
ance in the reserve was $1,218.30 and 
at no subsequent period has it equaled 
$8,500 (see annual reports to the Com- 
mission ). 

The principal items of the total re- 
late to property that is not in the in- 
ventory (about $22,000). It is not 
known when this property was retired, 
if it were used and useful at any time, 
but at no time in the entire history of 
the company has it had a sufficient 
amount in its reserve to meet such a 
charge if one were made. 

From these facts we must conclude 
that the amount charged to Account 
105 should be charged to Earned Sur- 
plus. 

When all of the changes recommend- 
ed above have been made and the Phil- 
lips fees have been excluded, which 
subject will be discussed later, the 


original cost of “Gas Plant in Service” 
as of January 1, 1938, for accounting 
purposes becomes $1,846,461.98. Lest 
there be any misunderstanding as to 
the meaning of this account and the 
use that might be made of it in any fu- 
ture proceeding, attention should be 
called to a few important facts. 

In the first place, paragraph (5) of 
the order of the Commission adopted 
June 16, 1937, prescribing the sys- 
tem of accounts provides: 

“5. That in prescribing this sys- 
tem of accounts, the Commission does 
not commit itself to the approval or 
acceptance of any item set out in any 
account, for the purpose of fixing 
rates or in determining other matters 
before the Commission. The pre- 
scribed system of accounts is designed 
to set out the facts in connection with 
the capitalization, construction, in- 
come, expenditures, etc., and there- 
from the Commission will determine, 
in connection with such matters as may 
be under advisement from time to 
time, just what consideration shall be 
given to the various items in the sev- 
eral accounts.” 

[16] Recently, the question was 
specifically raised as to how property 
should be classified under the systems 
of accounts which is only partially 
used and useful in utility operations 
and which is of such a nature that the 
portion so used is not separable from 
the portion which is not so used. The 
ruling made by the Commission upon 
February 5, 1941, was to the effect 
that for accounting purposes, plant in 
service could include “the original cost 
of units of property which are partial- 
ly used and useful in utility operations, 
when the portion which is so used and 
useful is not separable from that which 
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is not used and useful.” That ruling 
is being followed in this case. 

In the recent rate case affecting the 
Long Beach Gas Company, the ques- 
tion was raised whether the property 
was wisely engineered and constructed 
and whether the original cost of the 
property in existence and used to some 
extent to serve the area of supply was 
entitled to a fair return. It was not 
necessary to make a final determina- 
tion upon these points as the Commis- 
sion concluded that the company had 
not borne the burden of proof required 
by statute and that the proposed in- 
creased rates had not been justified. 
It was pointed out, however, that ac- 
cepting the original cost less accrued 
depreciation and computing only a 5 
per cent return thereon, an unusually 
heavy burden would be imposed upon 
consumers and that the relation of the 
amount of gas sold to the amount of 
mains was relatively very small—all 
of which indicated that the plant had 
been overbuilt and that it was not all 
used and useful. (See opinion of the 
Commission adopted April 30, 1940, 
in Cases Nos. 9815 and 9838.) 


No attempt has been made in this 
case to determine these questions and 
all of the property which was used 
even in part has been included in the 
account “Gas Plant in Service’’ for ac- 
counting purposes. The extent to 
which the plant is used and useful in 
a rate proceeding must be determined 
at the time of the proceeding. The de- 
termination now being made is that as 
of January 1, 1938, the property ac- 
tually used to some extent in the serv- 
ice of the public as of that date had an 
original cost of $1,846,461.98. 

[17] Attention should also be 
called to the fact that “Gas Plant in 
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Service” includes the original cost of 
property paid for by consumers which 
is being used to render gas service, 
Whether this property belongs to the 
gas company is questionable. Follow- 
ing its general practice, the Commis- 
sion has permitted the company to in- 
clude the original cost of such property 
in “Gas Plant in Service,” provided an 
offsetting liability account is estab- 
lished which will show the source of 
the funds obtained which the company 
itself did not provide. By so doing, 
the Commission leaves open for de- 
termination whenever the question 
arises and a company decides to make 
an issue of the matter whether. the 
property does belong to the gas com- 
pany and whether it is entitled to a 
return on such property even though 
it did not provide any funds for its 
construction. The total amount of 
such funds in the hands of the com- 
pany as of January 1, 1938, is shown 
by Table 1 to have been nearly $90,- 
000. 


[18] 


There is a further point. 
This company has in many instances 
paid for services upon private proper- 
ty. It is probably true that the com- 
pany has no title to such services and 
having no title, it cannot be said to 


own the services. However, they rep- 
resent an investment made by the com- 
pany in order to render service and 
following the principle applied to con- 
sumers’ contributions, the company 
has been allowed to include in “Gas 
Plant in Service,” the cost of such 
services even though on private prop- 
erty. Ifa strict application of proper- 
ty ownership were used to determine 
a rate base, these services would prob- 
ably be eliminated; but the company 
has made an investment in order to 
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render service and we believe it is fair 
that such property should be includ- 
ed in the rate base, just as we believe 
that the contributions made by the 
public should be deducted in deter- 
mining a rate base. 


Unamortized Debt Discount and 
Expense 


The amount of $90.96, representing 
fees paid to a fiscal agent for services 
in paying bond coupons in 1917, 1918, 
and 1920, was transferred by Mr. My- 
lott from unamortized debt discount 
and expense to earned surplus. This 
was in accordance with the Commis- 
sion’s opinion in Case No. 3927 
(1938) 1 Ann Rep NYPSC 353, 22 
PUR(NS) 289, and was not ques- 
tioned by company counsel. 


Other Deferred Debits 


[19] On the company’s balance 
sheet of January 1, 1938, there ap- 
peared an item of $30,351.48 as the 
balance in the account Other Deferred 
Debits. Mr. Mylott explained that 
this consisted of two items, the first 
being $26,393.82 representing so- 
called development expenditures in- 
curred by the company during the pe- 
riod from 1916 to 1919, inclusive. In 
Case No. 3927, supra, the Commis- 
sion’s opinion (printed page 36) stat- 
ed that this item was an operating ex- 
pense and not a proper capital charge. 
Mr. Mylott accordingly transferred it 
to earned surplus. In cross-examin- 
ing Mr. Mylott, counsel for the com- 
pany called attention to a suggestion in 
a report of the Commission’s account- 
ing division in Case No. 3927, in 1935, 
that this amount might be either amor- 
tized over a period of years or writ- 
ten off. However, as these expendi- 


tures, classified by the company as de- 
ferred debits, were incurred more than 
twenty years ago, there seems to be 
no necessity for further delay in 
eliminating the item from the balance 
sheet by a charge to surplus. 

[20] The remainder ($3,957.66) 
of the item represents a part of certain 
costs incurred by the company from 
1930 to 1935 in connection with the 
inventory and appraisal of its prop- 
erty. The company has been amortiz- 
ing the total through the years and all 
was charged off prior to December 31, 
1940; but under the system of ac- 
counts in effect in 1931 and under the 
present system of accounts, the com- 
pany had no authority to spread any 
expense over a period of more than 
one year without the approval of the 
Commission. The company never 
made application for approval and it 
was therefore in duty bound to charge 
all of the cost of the work to operating 
expenses in the years in which such 
costs were incurred. The Commission 
cannot now recognize as proper any 
such violation of the systems of ac- 
counts and the balance as of January 
1, 1938, should be charged off as of 
that date to surplus. This procedure 
will not affect the surplus as of De- 
cember 31, 1940. 


Capital Stock Expense 


Another adjustment made by Mr. 
Mylott was a transfer of $719.32 
within the account, Capital Stock Ex- 
pense, from the subaccount relating to 
preferred stock to that for common 
stock. This correction was not chal- 
lenged. 


Customers’ Advances 


Mr. Mylott transferred $916.09 
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from the account, Customers’ Ad- 
vances for Construction, to Contribu- 
tions in Aid of Construction. This 
amount was made up of three items 
which in his opinion were not subject 
to refund and therefore belong in the 
latter account instead of the former. 
On cross-examination, Mr. Mylott was 
asked concerning such indications as 
he had that these amounts were not 
subject to refund. Two of these 
amounts were subject to a 5-year lim- 
itation on the right for a refund. As 
to the third, which was advanced in 
1924, no refund has been made. In 
view of these facts Mr. Mylott made 
the transfer referred to. The com- 
pany, as indicated by cross-examina- 
tion, was apparently concerned chiefly 
with the fact that the contributions ac- 
count to which Mr. Mylott transferred 
these items is deductible from the 
plant accounts in connection with rate 
making. The subject was not raised 
in the company’s brief, however. 


Reserve for Depreciation 


[21, 22] Mr. Mylott recommended 
that there be restored to the reserve 
for depreciation the balance in the re- 
serve “Accrued Amortization of Capi- 
tal” which was transferred in 1923 
from the reserve to surplus. 

Under the system of accounts prior 
to 1924, the company was required to 
establish a reserve to meet accruing de- 
preciation and in 1923 the balance in 
such reserve, which had been created 
out of charges to operating expenses 
was $10,980.60. The balance in the 
reserve after the transfer being made 
was thereby reduced to nothing. (See 
reports to Commission. ) 


Counsel for the company in exam- 
ining Mr. Booth concerning this item 
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referred to an order of the Commis- 
sion in Case No. 3927 in 1927, 1 Ann 
Rep NYPSC 184, implying that as 
the company was not required at that 
time to restore the item in question to 
the reserve it should not be done now, 
But failure to require proper action in 
1927 is not determinative of what 
should be done today. The transfer 
never should have been made to sur- 
plus and it should now be returned to 
the account where it belongs. 


Contributions 


[23] Mr. Mylott’s proposed trans- 
fer of $30,768.53 from Earned Sur- 
plus to Contributions in Aid of Con- 
struction, represents amounts collect- 
ed by the company during the period 
1927 to 1929, inclusive, in connection 
with the installation of new mains and 
services. These amounts were credit- 
ed to merchandise and jobbing reve- 
nues, contrary to the requirements of 
the uniform system of accounts at that 
time. These payments should be ac- 
counted for as contributions, and this 
entry makes the proper correction. 


Phillips’ Fees 


Reference has already been made 
to certain charges totaling $9,706.31 
which Mr. Mylott recommends should 
be deducted from the plant accounts 
and charged to Surplus. This amount 
consists of $9,111.81 representing fees 
paid to E. L. Phillips & Company and 
$594.50 computed overheads arbitrari- 
ly assigned to such fees. 

The fees arise from a contract made 
between E. L. Phillips & Company 
and the Long Beach Gas Company in 
1927, according to which E. L. Phil- 
lips & Company was to do engineering 
and construction work at cost plus a 
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burden and plus a 5 per cent fee upon 
such cost and burden. The amount 
of the fee in this case is not large, but 
as E. L. Phillips & Company had prac- 
tically identical contracts with every 
company in the Long Island Lighting 
system, as the total amount involved 
for all of the companies is very con- 
siderable and as a determination here 
made must apply to all of the compa- 
nies, for reasons which will later ap- 
pear, the question of the propriety of 
such a charge as a part of original 
cost needs to be thoroughly considered. 

The first case in which the issue 
was clearly raised as to the justifica- 
tion of the Phillips fee was the Long 
Island Lighting Company Rate Case, 
decided December 18, 1935, 1 Ann 
Rep NYPSC 788, 18 PUR(NS) 65. 
In that case, the company was repre- 
sented by Whitman, Ransom, Coulson 
& Goetz, attorneys; and Colonel 
Charles G. Blakeslee, then counsel for 
the Commission, appeared and exam- 
ined witnesses. He presented the re- 
sults of investigations made by mem- 
bers of the Commission staff and 
cross-examined company witnesses. 
About 1,210 pages of testimony and 
91 exhibits were received in relation 
to this matter and the testimony was 
analyzed at length. Such analysis and 
discussion occupied over 12 printed 
pages in the memorandum of the Com- 
mission (1 Ann Rep NYPSC at pp. 
788, 854). Briefly stated, the con- 
clusion was as follows (Ibid., at pp. 
866, 867, 18 PUR(NS) at pp. 116, 
117): 

“We conclude from all of the testi- 
mony upon this subject that the fee 
charged and collected by E. L. Phillips 
and E. L. Phillips & Co. during the 
existence of the cost-plus contract is 
[2] 


not a reasonable part of the cost of 
the property. Notwithstanding the 
doubt as to the reasonableness of the 
construction cost of certain parts of 
the property and of the propriety of 
certain expenditures used to justify 
the burden percentage, the cost of the 
work done by E. L. Phillips & Co. 
will be accepted at the amount paid to 
E. L. Phillips & Co. for labor and ma- 
terials and the burden computed there- 
on. This conclusion is reached not 
alone upon the facts cited in these 
pages under the heading of Phillips’ 
Construction Fee, but in view of the 
determinations made as to overhead 
costs and other construction expenses 
in other accounts and under other 
headings. If one were to increase the 
allowances made for other items, the 
justification for the Phillips burden 
would be greatly lessened, because 
charges should not be duplicated, once 
under the burden charged by E. L. 
Phillips & Co. and once under theoreti- 
cal allowances for overhead items, 
such as engineering, superintendence, 
interest during construction, etc.” 

The determination of the Commis- 
sion in the rate case was appealed from 
and the appellate division of the third 
department unanimously — sustained 
the order of the Commission which 
was based in part upon the exclusion 
of the Phillips fees (see Long Island 
Lighting Co. v. Maltbie [1937] 249 
App Div 918, 18 PUR(NS) 225, 292 
NY Supp 807). 


Following the determination in the 
Long Island Rate Case supra, the Com- 
mission made similar decisions in rate 
cases relating to other companies in 


the system: Case No. 6983 — Citi- 
zens Committee v. Kings County 
Lighting Co.; Case No. 8403 — Re 
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Queens Borough Gas & E. Co. 
(1939) 1 Ann Rep NYPSC 707, 32 
PUR(NS) 71; Case No. 9815 — Re 
Long Beach Gas Co. (1940). 

None of the determinations in these 
cases was taken to court, but the whole 
matter was entirely reopened by coun- 
sel for the Long Beach Gas Com- 
pany in this proceeding. Other coun- 
sel have been retained who appear for 
the Long Beach Gas Company but who 
also represented Mr. E. L. Phillips, 
who originally had a cost-plus ar- 
rangement with the Long Island Light- 
ing Company and who became the pres- 
ident and the controlling person in E. 
L. Phillips & Co. 

In order that the record in this case 
might be complete and the matter dis- 
posed of finally, special counsel was 
allowed great leeway in the introduc- 
tion of testimony which in some re- 
spects contradicts the testimony of wit- 


nesses called by the Long Island Light- 


ing Company in the rate case. Coun- 
sel for the Commission offered all of 
the testimony presented in the Long 
Island Lighting Company Rate Case, 
supra. Thus, there is now before the 
Commission in this case practically 
everything which the company, with 
different counsel, has offered in other 
cases at various times regarding this 
matter. 

It is difficult to comprehend what is 
the theory upon which special coun- 
sel for the company is trying his case. 

Mr. Phillips testified that he could 
not show what the costs were for the 
Long Beach company that the “bur- 
den” and “fee” were supposed to cov- 
er (quoted infra). Special counsel at 
one point in the case wanted to bring 
in facts relating to the Long Island 
Lighting Company and the Queens 
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Borough Company and he definitely 
stated that all of the contracts must be 
taken together. But when counsel to 
the Commission offered all of the testi- 
mony in the rate case, where all of 
the Phillips’ cost-plus business was 
taken together, he strenuously objected 
to its receipt. At another stage of the 
proceeding, he claimed he would justi- 
fy the burden and fee for each com- 
pany separately. What was finally 
done was to allow all of the contracts 
to be placed in evidence from 1924 to 
1933, all of the excerpts from the min- 
utes of the boards of directors to the 
various companies, the testimony in 
reply to long supposititious questions 
and the testimony taken in other cases 
upon the subject. But the fact remains 
that there is still no testimony to show 
that the Phillips Company actually in- 
curred expenses upon the work done 
for the Long Beach Company or any 
other company, which would justify a 
5 per cent fee in addition to the other 
amounts paid. 

It is obvious that a final determina- 
tion made from the testimony submit- 
ted in this case should apply as well to 
all of the other companies in the sys- 
tem, and that if it is unjustifiable in 
this case, it is unjustifiable in other 
cases; if it is justified here, it is justi- 
fied in other cases. It would seem 
that the system had had its day in 
court in the Long Island Lighting 
Company rate case, and having ob- 
tained a ruling in that case it should 
suffice for all of the other cases ; but the 
company has not been content to accept 
this proposition ; it has endeavored to 
make a new record. It has offered 
in other cases involving other com- 
panies the same record which is found 
here, but the Commission has ruled 
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that as the issues are being determined 
in this case, it is wholly unnecessary to 
thrash over the same questions upon 
the same evidence in case after case 
affecting other companies in the sys- 
tem where the facts would be precise- 
‘ly the same. 

The position of the Long Beach 
Gas Company in the system appears in 
aprior opinion. All of its voting stock 
is held by the Queens Borough Gas 
and Electric Company and all of the 
voting stock of that company is held 
by the Long Island Lighting Company. 
The Long Beach company was brought 
into the system in 1927. The Queens 
Borough Company has been under the 
control of the Long Island Lighting 
Company since 1923. Thus, since 
1927 those in control of the Long Is- 
land Lighting Company have been in 
a position to determine the actions of 
the Queens Borough Company and 
through it the actions of the Long 
Beach Gas Company. 

The origin of the cost-plus arrange- 
ment between E. L. Phillips & Com- 
pany and the various companies in the 
Long Island Lighting system was in 
an agreement in 1911 between Mr. E. 
L. Phillips and the Long Island Light- 
ing Company. The construction work 
was originally handled by Mr. Phillips, 
doing business under the trade name 
of E. L. Phillips & Company. Later 
this company was incorporated and 
proceeded to do business with all of 
the companies in the system until 1933, 
when all of the contracts were termi- 
nated. In no case did Mr. Phillips or 
his company have a cost-plus contract 
with any of the companies prior to the 
time when each of the subsidiaries was 
brought into the system ; and it is very 
significant that almost immediately 


after the Long Island Lighting Com- 
pany obtained control of another com- 
pany, directly or indirectly, a cost-plus 
contract was made with Mr. Phillips’ 
company, which thereafter did nearly 
all of the construction and engineer- 
ing work for each company. 

Thus, although Mr. Phillips had a 
cost-plus contract with the Long Is- 
land Lighting Company immediately 
after he and his associates organized 
it, there was no such contract with the 
Long Beach Gas Company until the 
Long Beach Gas Company was 
brought into the system in 1927, the 
date of the Phillips’ contract being 
November 18, 1927. 

Mr. Phillips was never an officer of 
the Long Beach Gas Company but he 
became a director when the stock was 
acquired. Counsel took exception to 
the remark that the Long Island 
Lighting Company controls the Long 
Beach Company, apparently relying 
upon the fact that there was an inter- 
mediary company between the Long 
Island Lighting Company and the 
Long Beach Gas Company. The 
Commission is not so naive as to be- 
lieve that when the Long Island Light- 
ing Company owns all of the stock of 
the Queens Borough Company, which 
in turn owns all of the stock of the 
Long Beach Company, those who 
control the Long Island Lighting 
Company do not control and virtually 
determine the policies of the Long 
Beach Company. As a practical mat- 
ter, in order to ascertain where the ul- 
timate control of the Long Beach 
Company lies, one must determine the 
controlling influence in the Long Is- 
land Lighting Company. 

Mr. Phillips described at some 
length in his testimony the inception 
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of the Long Island Lighting Company 
and how he and Mr. Olmsted came to 
be so closely associated. He testified 
that among the concerns for which he 
did work in various parts of the coun- 
try from 1905 to 1911, there was the 
Non-Pareil Cork Company. A Mr. 
Bogle was connected with this com- 
pany and was also interested in the 
tin can business and the Curtis Leath- 
er Company. Through Mr. Bogle, 
Mr. Phillips obtained contracts and 
Mr. Bogle introduced him to his as- 
sociates in the Curtis Leather Com- 
pany, including Mr. Olmsted and Mr. 
Harrison. 


Soon afterwards, Mr. Phillips had a 
conference with Messrs. Bogle, Har- 
rison, and Olmsted, at which time 
they discussed the possibilities of the 
electric utility business with the idea 
of forming the Long Island Lighting 
Company. Mr. Phillips testified that 


“We all agreed to put in at that time 
$50,000 apiece to start off the Long 
Island Lighting Company,” and the 
arrangement contemplated that Mr. 
Phillips’ company (then unincorporat- 
ed) would do the construction and en- 
gineering work in connection with 
such company. Mr. Phillips stated 
that he had investigated the Long Is- 
land territory and had recommended 
it to his associates. 

The Long Island Lighting Com- 
pany was incorporated in 1910 with 
Mr. Olmsted as president. Mr. Phil- 
lips became one of the directors. 
Shortly thereafter, Mr. Phillips be- 
came president and occupied that of- 
fice until 1934 when he became chair- 
man of the board of directors; he was 
also a director from 1911 to the pres- 
ent. He was the controlling interest 
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at all times in E. L. Phillips & Com- 
pany. 

Special counsel for the company 
carefuly produced testimony to show 
that neither Mr. Phillips nor Mr. 
Olmsted, nor Mr. Childs ever held a 
majority of the stock of the Long Is- 
land Company and that neither Mr. 
Olmsted nor Mr. Childs had ever 
owned any stock or had any other fi- 
nancial interest in E. L. Phillips & 
Company. He seemed to have the idea 
that in order to control a company and 
secure a profitable contract with that 
company, one must control a majority 
of the voting stock; but everyone 
knows that a small percentage of the 
stock often controls and particularly 
where the others are perfectly willing 
to have a very favorable contract given 
to one of their associates in view of 
the financial returns they are obtain- 
ing in other directions. Mr. Phillips 
and Mr. Olmsted had for some time 
intimate business associations to their 
mutual financial benefit (1 Ann Rep 
NYPSC at pp. 796, 1035, 1041), 18 
PUR(NS) 65. 

Of the $3,000,000 of common stock 
(stated value) of the Long Island 
Lighting Company, Mr. Phillips per- 
sonally owned in 1927 about $480,- 
000 or 16 per cent; but through 
relatives and companies which he 
controlled, he held over 32 per cent 
at times (at pp. 792, 795). With Mr. 
Olmsted, he controlled, directly or in- 
directly, approximately half of the 
stock of the Long Island Lighting 
Company. The remainder of the 
stock, except the block held by Mr. 
Childs and his relatives, was widely 
scattered. 

In view of these facts, it is obvious 
that Mr. Phillips, certainly with the 
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acquiescence of Mr. Olmsted, con- 
trolled the Long Island Lighting Com- 
pany and could determine its policies 
as well as those of all of the subsidi- 
aries. 

This was no new situation in 1927, 
for in the rate case (6093), supra, the 
history of the Long Island Lighting 
system is summarized and it was there 
pointed out that Mr. Phillips and Mr. 
Olmsted controlled, directly or indi- 
rectly, over 50 per cent of the voting 
stock (at pp. 789, 795). That opin- 
ion does not show the ownership of all 
of the companies immediately prior to 
the acquisition by the Long Island 
Lighting Company, but where this in- 
formation appears, the owners were 
either Mr. Phillips, or Phillips, Olm- 
sted, and Childs together. These 


three are mentioned as the owners of 
the Consumers’ Gas Company of Long 
Island, Long Island Gas Corporation, 


Sag Harbor Electric Light and Power 
Company, Patchogue Gas Company, 
and Sea Cliff and Glen Cove Gas Com- 
pany (at pp. 1035, 1041). All five 
companies showed corporate deficits 
when purchased by the Long Island 
Company. The stocks of the first 
three of these companies were ac- 
quired by the Long Island Company 
at amounts substantially in excess of 
the net worth indicated by their books. 
Immediately following these pur- 
chases, the Long Island Company paid 
dividends totaling 15.66 per cent (at 
p. 797). The total amount of divi- 
dends paid on Long Island stock does 
not appear, but there is the following 
statement regarding the period im- 
mediately prior to January 1, 1935 (at 
p. 796, 18 PUR(NS) at p. 74): 

“In the last eleven years, there have 


been declared in dividends $11,645,- 


000, or nearly four times the entire 
amount contributed to the company by 
the stockholders. In other words, 
since 1923 the stockholders have re- 
ceived their original contributions 
back and nearly three times as much 
more. Even in the last five depression 
years the company has paid dividends 
aggregating 170 per cent, an average 
of 34 per cent annually.” 

It is not surprising, therefore, that 
Messrs. Olmsted and Childs were con- 
tent to let the system develop with Mr. 
Phillips in charge, even under highly 
favorable terms for him. They had 
risked relatively little of their own 
money and they were making large 
profits. 

The history of the various changes 
in the cost-plus arrangements between 
Mr. Phillips and the companies in the 
Long Island Lighting system are set 
forth in the opinion in the rate case (at 
pp. 856, 857). The various changes 
in the cost-plus arrangements are 
there described. After 1924, all of the 
contracts provided that E. L. Phillips 
& Company were to be paid the cost 
of labor and materials plus a burden of 
5 per cent on field labor, 20 per cent on 
New York labor, and 3 per cent on ma- 
terial, plus a fee of 5 per cent, which 
was computed upon the basis of cost of 
labor and materials plus the percent- 
ages for burden just referred to 
(Ibid). 

The parties to the various confer- 
ences regarding the form of the cost- 
plus agreements were Mr. E. L. Phil- 
lips and Mr. Russell F. Van Doorn. 
The record is not clear as to which of 
these gentlemen represented the differ- 
ent companies, but it would seem that 
the Long Island Lighting Company 
and subsidiaries were represented by 
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Mr. Van Doorn and E. L. Phillips & 
Company by Mr. Phillips. Regarding 
Mr. Van Doorn’s position and connec- 
tions, the rate case memorandum said 
(p. 855): 

“Mr. Russell F. Van Doorn is a 
stockholder, director, vice president, 
treasurer, and auditor of the Long Is- 
land Lighting Company and its chief 
accounting officer. He has been con- 
nected with the company since 1911. 
In 1911, he established the accounting 
system used by E. L. Phillips & Co., 
and has been in charge of the account- 
ing and financial departments of that 
company ever since. For many years 
he was not paid by E. L. Phillips & 
Co., but in later years he received 
some compensation. From September 
18, 1928, to January 27, 1932, he was 
a director of E. L. Phillips & Co.” (18 
PUR(NS) at p. 107.) 

In view of these facts, it is quite ob- 


vious that there was no arms’-length 
bargaining between E. L. Phillips & 
Co. and the companies in the Long Is- 
land Lighting system. 


Mr. Van Doorn was called as a 
witness in the rate case. He was ex- 
amined as to the records kept by E. L. 
Phillips & Co. regarding the various 
items that were included in the ac- 
counts of E. L. Phillips & Co. rela- 
tive to the construction work done for 
the Long Island Lighting companies 
and the opinion of the Commission 
contains the following regarding items 
which were carried on the books of E. 
L. Phillips & Co. in connection with 
the work performed (at pp. 857- 
859): [Quotation from decision in 
18 PUR(NS) 65, beginning at page 
109 and continuing to page 111, omit- 
ted. ] 
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In other testimony in the instant 
case, there are indications that there 
was never a clear-cut distinction be- 
tween E. L. Phillips & Co. and the 
Long Island Lighting companies. For 
example, Mr. Booth, who acted as as- 
sistant to Mr. Russell F. Van Doorn, 
supervised the accounting department 
of E. L. Phillips & Company from 
1930 to 1933, but during this period, 
his salary was paid not by E. L. Phil- 
lips & Company but by the Long 
Island Lighting Company. In the 
rate case, it was testified that although 
he devoted about one-fourth of his 
time to E. L. Phillips & Company, 
his entire salary was paid by the Long 
Island Lighting Company and no part 
was billed to E. L. Phillips & Company 
(Case No. 6093, supra). 


In the quotation from the opinion 
of the Commission in the rate case, 
reference is made to the extent to 
which the affiliates advanced funds to 
E. L. Phillips & Company. This sub- 
ject was also mentioned in testimony 
given by Mr. Phillips and Mr. Booth 
in the instant case, where an attempt 
was made to show that the advances to 
Phillips & Company were not in excess 
of the amounts due that company for 
work done. In Case No. 6093, it was 
brought out that advances made to 
Phillips & Co. by the Long Island 
Lighting Company amounted to more 
than $3,000,000 on December 31, 
1928 (at pp. 858, 859). In the pres- 
ent proceeding, after Mr. Phillips 
stated that the advances at any time 
did not to his knowledge exceed the 
amount of work done and material 
furnished for the Long Island Com- 
pany and its subsidiaries, he was 
asked: “Would $3,000,000 be more 
than the work you had done at any 





stant 
there 
1 be- 
| the 
For 
S as- 
orn, 
ment 
from 
riod, 
Phil- 
ong 
the 
ugh 
his 
any, 
ong 
part 
any 


nion 
‘ase, 
E to 
s to 
sub- 
ony 
oth 
mpt 
s to 
cess 
for 
was 
to 
and 
ore 
31, 
“eS- 
lips 
me 
the 
rial 
m- 
vas 
ore 


ny 


RE LONG BEACH GAS CO., INC. 
And he replied, “Cer- 


one date?” 
tainly.” 

Ordinarily, in any case where a com- 
pany attempts to justify a payment 
made to an affiliate, facts would be 
submitted to show that the fee covered 
necessary expenses which were not in- 
cluded in the cost upon which the fee 
was computed. Special counsel has 
made no attempt to do so in this case. 
When Mr. Phillips was on the stand, 
he was questioned by the Chairman 
upon this point and distinctly testified 
that he could not show what expenses 
were incurred which were covered by 
the burden and fee in the case of any 
company including the Long Beach 
Company. The testimony is as fol- 
lows: 


Chairman Maltbie to Witness: 

Q. Mr. Phillips, did you keep any 
records to show separately the cost of 
the work, the burden, and the fee on 
the work done for the Long Beach Gas 
Company ? 

A. I don’t think there would be any 
separate—the cost of the work we 
would have separately, but on the bur- 
den and fee, I don’t think we would 
have it. 

Q. You wouldn’t have it? 

A. The fee of course is the fixed 
sum of 5 per cent. That is easy to 
figure. 

Q. Yes, I know, but what about the 
costs which go into the burden and 
fee? Were they kept separately for 
the Long Beach Gas Company ? 

A. No. 

Q. Or for any of the companies? 

A. No. 


In the rate case, there was similarly 
no attempt to show what items of ex- 
pense to E. L. Phillips & Company 


were covered by the fee. There was 
testimony regarding the work as a 
whole but there was no separation for 
each company. 

Recognizing this situation, special 
counsel undertook to cover the field as 
a whole and offered the various con- 
tracts between E. L. Phillips & Com- 
pany and other system companies 
upon this basis. If the subject were 
to be treated as applicable alone to the 
Long Beach Gas Company, it would, 
of course, be necessary to show the 
facts relating to that company and 
facts relating to other companies 
would be immaterial and irrelevant. 

What special counsel was finally al- 
lowed to do was to put in all of the 
contracts and testimony regarding the 
Phillips’ arrangement with all of the 
companies, but he nowhere attempted 
to justify, except possibly by certain 
opinion testimony, the propriety of the 
contract with the Long Beach Com- 
pany as a separate transaction. 

The testimony in the rate case as to 
the results of the arrangements, and 
particularly as to any costs which 
would justify a fee of 5 per cent, re- 
lated to the entire work, there being no 
segregation on the books of E. L. 
Phillips & Company to show what the 
justification of the fee would be on the 
basis of actual figures for any individ- 
ual company. 

In the rate case, considerable testi- 
mony was given by Colonel Alten S. 
Miller, an engineer called by the com- 
pany, and Mr. Francis T. Mylott, an 
accountant on the Commission’s staff. 
The testimony of Colonel Miller was 
apparently produced for the purpose of 
justifying the burden and fee as prop- 
er additions to the actual cost of labor 
and materials. All of that testimony 
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is a part of the record in this case. 
The analysis and findings made by the 
Commission upon that testimony are 
very important here as indicating, 
wholly apart from opinion evidence, 
what actually occurred and whether E. 
L. Phillips & Company was justified 
in charging the companies in a system 
which he virtually dominated amounts 
in excess of actual costs. The memo- 
randum in the rate case contains the 
following (PSCR 1935, pp. 859- 
866) ; [Quotation from Re Long Is- 
land Lighting Co. (1935) 1 Ann Rep 
NY PSC 788, 18 PUR(NS) 65 
omitted. This quotation starts on 
page 111 and ends on page 116.] 

Special counsel in the instant case 
made no attempt to establish the ac- 
tual cost or the reasonable cost of the 
work done by E. L. Phillips & Com- 
pany for the Long Beach Gas Com- 
pany or any other company in the 
system or all of the companies com- 
bined. Mr. Booth did testify that the 
burden and fee percentages were cor- 
rectly applied and actually billed to the 
company. But from the testimony of 
Colonel Miller and Mr. Mylott, it is 
definitely shown that while the burden 
addition may have been justified by 
actual experience and actual figures, 
the 5 per cent fee was not. 

The main reliance of special counsel, 
in his effort to defend the amount of 
the fee in its entirety, was the opinion 
testimony of two witnesses, both of 
whom were engineers connected with 
corporations doing a large engineering 
and contracting business. 

The first of these two witnesses was 
Mr. Maxwell M. Upson, president of 
the Raymond Concrete Pile Co., which 
has done heavy construction work, 
largely foundations, in the United 


38 PUR(NS) 


States, and a greater variety of work, 
including electric plants, pumping sta- 
tions, waterworks, ports, oil pipe lines, 
etc., in South America. About half of 
his company’s work was on a lump sum 
basis and half on a cost-plus basis. 
The major portion of their work now 
is for the government, largely for de- 
fense purposes in the Pacific. This is 
at cost plus a fixed fee which is equiv- 
alent to approximately 53? per cent. 
On other cost-plus contracts, a fee of 
10 per cent or more has been charged, 
with 12 and 15 per cent in various in- 
stances in South America. The fees 
included overhead or burden, no sepa- 
rate percentage for burden being 
charged. “We have taken the attitude 
that we want our percentage to cover 
all the items.” 

Among the contracts that Mr. Up- 
son’s company has had were several 
covering work for the Long Island 
Lighting Company system, including 
a contract of about $100,000 for a 
powerhouse foundation and one -for 
the foundations for a large gas holder 
at Long Beach. The contracts were 
given by and the work was done for 
E. L. Phillips & Co. Mr. Upson had 
known Mr. Phillips for a long time, 
having been associated with him for 
part of the period from 1899 to 1907 
when they were both connected with 
Westinghouse, Church, Kerr & Co. 

In answer to a hypothetical question 
of some 1,050 words, setting forth the 
size of the Long Island Lighting Com- 
pany system, its growth from 1924 to 
1933, the scope of work done under 
the Phillips contracts, and the burden 
and fee percentages, Mr. Upson testi- 
fied that the 5 per cent fee was fair 
and reasonable. 

The other witness on this point was 
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Mr. John Coffee Hays, executive vice 
president of Stone and Webster Engi- 
neering Corporation. He had been 
engaged in the engineering and con- 
tracting business for approximately 
forty years. His company has done a 
large amount of construction work in 
the New York metropolitan district, 
including utility work, office buildings, 
etc., and for many utilities outside of 
that district. All of the company’s 
construction contracts are on the ba- 
sis of cost plus a fee which includes 
overhead. Exhibit 33, a printed con- 
tract form, sets forth the various per- 
centages of fee for work of various 
types and magnitudes under a “term” 
contract, for which the fee percentages 
are one-fourth of one per cent lower 
than the company’s “standard” fees. 
For a job of $500,000 or less, involv- 
ing a relatively large amount of de- 
signing and of service from the head- 
quarters and district offices, the max- 
imum fee of 9% per cent (10 per cent, 
standard) applies. This scales down 
to 3 per cent for a job of over $15,- 
000,000 requiring relatively little de- 
signing. 

One of the activities of Stone & 
Webster Engineering Corporation is 
inventory and appraisal work. Mr. 
Hays has been particularly responsible 
for this activity. In the period from 
1930 to 1934, the company did a large 
amount of inventory and appraisal 
work for the Long Island Lighting 
Company and its subsidiaries. 


When asked a hypothetical question 
similar to the one propounded to Mr. 
Upson, Mr. Hays stated his opinion 
that the contract was fair, reasonable, 
and just. 

The testimony of these witnesses 


calls for comment. Aside from the 


fact that both men were vitally inter- 
ested in the contracting business and 
in contractors’ fees and profits, and 
that they had had important business 
dealings with Mr. Phillips or the com- 
panies in which he was interested, the 
hypothetical question that they were 
asked omitted one fundamental cir- 
cumstance, disregard of which vitiates 
their answers. It contained no hint 
that Mr. Phillips was the head of the 
whole Long Island Lighting Co. sys- 
tem, at the time of drawing the con- 
tracts with his alter ego, E. L. Phillips 
& Co., and during the entire life of 
those contracts. The contracts of E. 
L. Phillips & Co. were with a single 
unified system, affiliated within itself 
and with the contractor as well. Mr. 
Phillips, as head of the Long Island 
system, could foresee and plan and di- 
rect the course of construction activi- 
ties, to be undertaken by E. L. Phillips 
& Co.—without any competitive bid- 
ding in the entire period—in a way 
that an independent contractor could 
only dream about. 

Neither witness had actually em- 
ployed a basis of charging wherein a 
fixed percentage of profit was super- 
imposed upon a base figure that in- 
cluded the overhead costs. 

[24] Special counsel in the course 
of the proceeding declared that “it is 
only when it is found by the trier of 
the facts that there was some fraud, 
over-reaching, or unfair dealing that 
such a contract would be declared 
void.” But the Public Service Law 
has a different standard for all con- 
tracts such as that entered into by the 
Long Island Lighting Company and 
all of its subsidiaries and affiliates 
with E. L. Phillips or E. L. Phillips & 
Company. It provides that no charge 
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for management, construction, engi- 
neering, or similar services made by 
an affiliated interest as defined in the 
law (and that definition is a very broad 
one, which would cover the relation- 
ship we are here discussing) shall ex- 
ceed the reasonable cost of performing 
such services (§ 110, Par. 3). While 
this provision in the Public Service 
Law represents a recent addition, it 
recognizes the standard which should 
long have guided the relationships be- 
tween affiliated interests in any group, 
and which the public has been entitled 
to have had applied. It did not set up 
a new standard; it merely expressed in 
the law and gave legal recognition to 
what was long recognized as fair deal- 
ing. 

But whatever may be the opinion of 
a person who is anxious to get the 
same form of favorable contract with 
other utilities, and whatever may have 


been the opinion of anyone before the 
contracts were entered into and one 
had available the actual experience un- 
der those contracts, the proof of the 
pudding is the eating. We have avail- 
able from the beginning of these con- 
tracts to their termination in 1933, an- 


alyses of the actual results. We are 
not dependent upon opinion testimony, 
therefore, to determine the question 
of whether the 5 per cent fee was a rea- 
sonable one; we have the actual expe- 
rience represented by the figures for 
the cost of the work, the expenses in- 
curred and the profits that were made. 
Theory is one thing; opinion is one 
thing; but a little actual experience is 
far better than either and as our analy- 
sis already shows, there were no ex- 
penditures which would justify the 
payment of a fee in addition to the 
burden which had already been added 
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to the out-of-pocket expenses for la- 
bor and materials. 

[25] E. L. Phillips & Company was 
practically the construction depart- 
ment of the Long Island Lighting sys- 
tem and it differed only from such con- 
struction departments in that it had a 
separate corporate existence and that 
it made a profit out of the companies 
which the controlling interest also con- 
trolled. 

We conclude, therefore, that the fee 
paid to E. L. Phillips & Company was 
not a proper charge and should not 
have been paid. As a matter of fact, 
it was paid and the question arises 
what should be done with the charges 
that now appear upon the books of the 
Long Beach Gas Company and affili- 
ates. It is clear that it should be elimi- 
nated from original cost, which brings 
us to the question to what account 
should it be charged? 

One suggestion might be that it 
should be entered in Account 105— 
Gas Plant Acquisition Adjustments. 
If it represented amounts actually paid 
to another company for the purchase 
of the property at arm’s-length bar- 
gaining, there might be some basis for 
the suggestion; but it represents an 
improper payment which should nev- 
er have been placed in any capital ac- 
count and which was no part of the 
cost of property acquired by the Long 
Beach Gas Company. It should, 
therefore, be a surplus charge and a 
debit made to that account. 

There areseveral precedents forsuch 
a determination by the Commission. 
In a proceeding involving the New 
York companies in the Associated gas 
and electric system, the Commission 
found that the New York State Elec- 
tric & Gas Corporation had purchased 
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certain lands and water rights from an 
affiliate of the system for $6,500,000. 
These lands and water rights had actu- 
ally cost but $2,271,667.70 when ac- 
quired from outsiders. When the pro- 
priety of the transaction was ques- 
tioned by the Commission, evidence 
was offered by the New York State 
Electric & Gas Corporation purporting 
to show that the property acquired by 
it had a value in excess of the $6,500,- 
000 purchase price; but the Commis- 
sion rejected such claim and decided 
that the company should include in its 
fixed capital account only an amount 
equal to the cost of said lands and wa- 
ter rights when first acquired from 
outsiders, thus eliminating all profits 
to affiliates resulting from the trans- 
action. This determination was re- 
viewed in the courts and the position 
of the Commission was sustained by 
the court of appeals (New York State 
Electric & Gas Corp. v. Maltbie 
(1935) 243 App Div 655, 277 NY 
Supp 750; motion for leave to appeal 
denied 267 NY XXXIX). 

Another case involved charges made 
to operating companies in the Associ- 
ated gas and electric system by affili- 
ated companies for engineering, pur- 
chasing, management, and other al- 
leged services. The Commission di- 
rected the operating companies to 
make no further payments to its affil- 
lates unless such payments were 
charged directly against profit and loss 
—surplus, it being the expressed in- 
tent of the order that such payments 
if made should be borne directly and 
solely by the stockholders of the op- 
erating utilities. The companies un- 
successfully appealed this order to the 
state courts and the matter was twice 


considered by the court of appeals 
(once upon injunction [1934] 241 
App Div 780, 270 NY Supp 1010, 
aff'd. [1935] 266 NY 521, 195 NE 
182, and once upon certiorari [1935] 
245 App Div 131, 9 PUR(NS) 163, 
281 NY Supp 384, aff’d. [1937] 274 
NY 591, 10 NE(2d) 567, reargument 
denied [1937] 275 NY 534, 11 NE 
(2d) 736). An attempt to set aside 
the order in the Federal courts like- 
wise failed (Long Island Water Corp. 
v. New York Pub. Service Commis- 
sion [1938] 23 F Supp 834, 25 PUR 
(NS) 260, affirmed [1939] 102 F 
(2d) 453, 29 PUR(NS) 387). The 
result of these decisions was to sus- 
tain the authority of the Commission 
to require operating companies to 
charge against surplus payments made 
to affiliates where proper proof was 
not offered to justify the reasonable- 
ness and propriety of such charge. 

The balance sheet of the Long 
Beach Gas Company after all the ad- 
justments are made which are pro- 
posed herein is set forth in the accom- 
panying table. The journal entries to 
make the required changes as of Jan- 
uary 1, 1938, appear in the order sub- 
mitted herewith. 


Adjusted Balance Sheet, January 1, 1938 


Assets 
Utility plant—gas 
Gas plant in service 
Construction work in progress 
Gas plant held for future use 
Gas plant acquisition adjust- 


$1,846,461.98 
17.69 
13,357.18 


$1,859,836.85 
$646.85 


Total Utility Plant 


Other physical property 
Sinking funds 


Total Investment and Fund 
Accounts 
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$14,593.10 
925.00 
1,615.48 
28,188.07 


133.76 
2,615.91 
28,519.30 


Special deposits 

Working funds 

Accounts receivable 

Receivables from associated com- 
panies 

Materials and supplies 

Prepayments 


Total Current and Accrued 
Assets 


Total Deferred Debits ... 


. $140,256.08 
$9,782.85 
$2,087,182.10 


Capital stock expense 
Total Assets 
Liabilities 


Common capital stock 
Preferred capital stock 


$100,000.00 
322,500.00 


~ $422,500.00 
$844,900.00 


Total Capital Stock 
Long term debt 


Advances from associated com- 
$999,230.50 


$30,874.41 
38,098.11 


Accounts payable 

Payables to associated compa- 
nies 

Matured interest 

Customers’ deposits 

Taxes accrued 


8,868.33 


Total Current and Accrued 
Liabilities $134,908.88 
advances for  con- 
$2,894.07 


Customers 
struction 
Reserves for depreciation of gas 
plant 
Reserve for 
counts 


$16,507.98 


10,716.48 
1,955.13 


$29,179.59 


uncollectible ac- 


Contributions in aid of construc- 


$87,954.33 
D $434,385.27 
$2,087,182.10 


Earned surplus (deficit) 
Total Liabilities 


D—Deficit. 
Note: Undeclared 7 per cent cumulative 
= stock dividends amount to $248,- 
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The Commission has not undertak- 
en in this proceeding to determine 
whether the adjusted reserve for de- 
preciation ($16,507.98) is adequate or 
to order the company to increase it to 
the proper amount. In the rate case, 
the only testimony presented as to de- 
preciation existing in the property as 
of January 1, 1938, was that it 
amounted to $251,565.85, which rep- 
resented over 13 per cent of the book 
cost of the property. The adjusted re- 
serve is only a small, almost insignif- 
icant, part of the accrued depreciation 
and represents less than one per cent 
of the original cost of the gas plant 
(see Table 1). 

[26] Obviously, the reserve is woe- 
fully deficient and should be increased, 
but in view of the decision of the 
courts of this state (see 271 NY 103, 
15 PUR(NS) 143, 2 NE(2d) 277; 
244 App Div 685, 9 PUR(NS) 155, 
281 NY Supp 223), the Commission 
does not consider that it has authority 
to compel a company to provide and 
maintain an adequate reserve. The 
governor and the Commission have 
asked the legislature repeatedly for 
authority to do so, but the recommend- 
ed change in the law has not been en- 
acted. The Commission has _re- 
frained from issuing an order regard- 
ing the reserve not because such action 
should not be taken but because it does 
not consider that it has authority to do 
SO. 


Is the Commission Powerless? 


At various places in the record and 
in his brief, counsel for the company 
called attention to certain prior orders 
of the Commission in cases where the 
company’s books had been examined 
to some extent. These were Cases 
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Nos. 1940, 1942, and 3927, 22 PUR 
(NS) 289, all of which originated in 
1927 or earlier. The first two related 
to security issues by the Long Beach 
Gas Company. Case No. 3927 dealt 
with, among other things, the acquisi- 
tion of the stock of the Long Beach 
Gas Company by the Queens Borough 
Gas and Electric Company at $342 per 
share of a par value of $100. In his 
brief counsel states: 

“5. Where the Commission has 
once issued orders which direct specif- 
ic entries on the company’s books 
based on the reports of examinations 
by its accounting or engineering divi- 
sions, or authorizes the issuance of se- 
curities based upon said reports and 
examinations, the Commission may 
not direct thereafter any change or any 
adjustment or elimination in the fixed 
capital accounts unless it is shown the 
changes affect items not previously 
passed upon (or that the entries were 
illegal or false).” 

If this policy were to be followed, 
the Commission could issue no re- 
vised system of accounts in any way 
affecting capital or property that exist- 
ed at the timeof a previous order, even 
for the purpose of reclassification in 
the manner found desirable by experi- 
ence or because of progress in public 
utility operation and regulation. Tak- 
en literally, his words would hardly 
permit of the elimination of items that 
had been in existence at the date of 


such order no matter what changes 
had taken place or what new concepts 
of regulation had become necessary. 
There could be no progress in public 
utility accounting and regulation. A 
predecessor Commission could bind 
its successors indefinitely unless fraud 
or malfeasance in office could be estab- 
lished. The United States Supreme 
Court can reverse determinations 
which have stood for years, but un- 
der the proposed rule the Commission 
could not even change accounting en- 
tries. 

[27] The present proceeding deals 
primarily with the determination of 
the original cost of the property used 
and useful at a recent date. Original 
cost has been a factor in rate making 
according to the United States Su- 
preme Court for forty years, but the 
term was not defined in any of the sys- 
tems of accounts prior to 1934. It is 
now defined as the cost to the person 
first devoting the property to public 
service. All gas companies under the 
jurisdiction of the Commission (and 
others) are required to determine orig- 
inal cost according to this definition, 
and the courts have held that this Com- 
mission has authority to so require 
(271 NY 103, supra; 244 App Div 
685, supra). 

An order requiring the proposed 
changes in the accounts of the com- 
pany should issue. 
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Pennsylvania Public Utility Commission 


Solgas, Incorporated 


[Complaint Docket No. 12465.] 


Public utilities, § 78 — Status of liquid gas distributors — Petroleum gas. 
An oil company’s subsidiary, chartered to engage in the manufacture and 
sale of liquefied hydrocarbon, petroleum, and petroleum gases, but not for 
public use or as a common carrier, is not a public utility within the con- 
templation of the Public Utility Law. 


(BucHANAN, Commissioner, dissents.) 
[November 18, 1940.] 


NQUIRY to determine whether or not Solgas, Incorporated, 
I should pay penalties for distributing liquid gas without 
Commission approval; proceeding terminated. 


By the Commission: This matter 
is an inquiry and investigation upon 
Commission motion to determine 
whether or not penalties should be im- 
posed upon respondent, Solgas, In- 
corporated, because of its failure to 
obtain Commission approval prior to 
furnishing gas service to the public at 
Wallingford Hills, Delaware county. 
Respondent duly filed an answer deny- 
ing Commission jurisdiction in the 
premises and alleging that respondent 
was not a public utility company and 
had not in the past and was not pres- 
ently engaged in rendering public util- 
ity service. 

Hearing was held on October 26, 
1939, and the following facts appear 
from the record: 

Respondent, a corporation, the cap- 
ital stock of which is wholly owned 
by Sun Oil Company, was created 
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August 15, 1934, under the laws of 
the state of Delaware. It is chartered, 
inter alia, to manufacture, buy, sell, 
store, trade, and deal in liquefied hy- 
drocarbon and petroleum and petro- 
leum gases of every kind and char- 
acter whatsoever, and any and all by- 
products thereof, for any and all pur- 
poses and uses; to manufacture, buy, 
sell, store, trade, and deal in tanks, ap- 
pliances, equipment, and accessories 
for use with or utilization of lique- 
fied hydrocarbon and petroleum gases, 
and to acquire, construct, lease, own, 
and operate tank wagons, automobile 
trucks, tank cars, and pipe lines for 
the transportation of petroleum and 
all its products and by-products, in- 
cluding but not limited to motor fuels, 
heating fuels, lubricating oils and 
greases, liquefied hydrocarbon, and 
petroleum gases and liquid prepara- 
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tions, but not, however, for public use 
nor aS a common carrier. On Sep- 
tember 12, 1934, respondent registered 
in the commonwealth of Pennsylvania 
“to sell, store, trade, and deal in lique- 
fied hydrocarbon and petroleum gases 
of every kind and character, and tanks, 
appliances, and equipment for use 
therefor and to prosecute such busi- 
ness as may be incidental thereto.” It 
has no charter territory and has never 
secured any certificate of public con- 
venience from this Commission nor 
from its predecessor the Public Serv- 
ice Commission of the commonwealth 
of Pennsylvania. 

Wallingford Hills is a real estate 
development of more than 20 houses 
adjoining the village of Wallingford, 
Nether Providence township, Dela- 
ware county. The land comprising 


this development was formerly owned 
by William P. Witham of Swarth- 


more, who subdivided it, sold building 
lots and constructed dwellings thereon. 
All of the streets or driveways in the 
development were laid out and con- 
structed by Mr. Witham, and are pres- 
ently owned by him in fee simple and 
no portion of the development has 
been dedicated to the public use. 

Some time prior to October 16, 
1934, respondent installed in Walling- 
ford Hills a gas system known as a 
natural vaporization “undiluted single 
propane system.” The facilities in 
this system, which are owned by re- 
spondent, consist of one 2,600-gallon 
and two 1,300-gallon welded steel 
storage tanks designed for 200-pound 
working pressure, other regulating ap- 
pliances necessary for the control of 
liquid commercial propane and approx- 
imately 7,000 feet of 2-inch welded 
seamless steel tubing used for dis- 


tribution purposes. The tanks and 
regulating appliances are located on 
the surface of a plot of ground donat- 
ed by Mr. Witham, and the distribu- 
tion lines proceed from this plot and 
are located in some instances in the 
streets or driveways belonging to Mr. 
Witham, and in other instances on the 
land belonging to the residents of the 
development. These distribution lines 
are attached to customer-owned three- 
fourth-inch service lines leading to the 
customer’s meters. The facilities 
owned by respondent represent an in- 

vestment of approximately $7,500. 
On October 16, 1934, respondent 
began serving propane gas through 
this system to certain residents of 
Wallingford Hills with whom it had 
entered into contract. Liquid propane, 
which is a byproduct of petroleum oil 
refinery operation consisting of ap- 
proximately 83 per cent propane and 
17 per cent propylene, is transported 
by respondent from the refinery as a 
liquid in pressure tank trucks and is 
dumped into the storage tanks above 
referred to and thereafter vaporized. 
The pressure in the storage tanks is 
115 pounds per square-inch gauge, and 
this pressure is reduced through the 
regulating appliances at the tanks to 
12 pounds per square inch gauge pres- 
sure in the mains. This gas is then 
delivered into the distribution system, 
and the pressure is subsequently re- 
duced by a regulator located in front 
of the consumers’ meters to 8 ounces 
per square inch or 14 inches of water. 
A cutoff valve at the consumers’ prem- 
ises automatically terminates the sup- 
ply if the pressure drops to 4 ounces 
per square inch or 7 inches of water. 
The heating value of a cubic foot of 
propane (C;Hg) is 2,572 Bru, and of 
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propylene (C;H,) is 2,332 Bru, with 
the commercial mixture having a 
calculated heating value of 2,531 BTU 
per cubic foot at 60 degrees Fahrenheit 
and 30 inches of mercury, or normal 
sea level atmospheric pressure of 14.7 
pounds per square inch absolute. As 
delivered to the user at an 8-ounce 
pressure the gas has a calculated heat- 
ing value of approximately 2,617 BTU 
per cubic foot. Respondent does not 
employ any persons specifically for its 
Wallingford Hills operation. This 
business is being handled by the regu- 
lar employees of Solgas, Incorporated, 
together with their other duties in 
connection with the sale of liquefied 


gases. 

The contracts between respondent 
and its customers in Wallingford 
Hills, of which there are presently 
twenty-three, provide for a scheduled 
price per hundred cubic feet of gas 


based on the quantity consumed per 
month. The contracts further pro- 
vide that the average price per gal- 
lon of liquefied petroleum gas or the 
equivalent thereof in cubic feet of gas 
for any calendar month shall never be 
less than the average of the “National 
Petroleum News” Quotations on 32- 
36 degree Oklahoma Dark Gas Oil for 
that month, plus 2 cents per gallon. 
This provision, however, may at any 
time or times be waived by the com- 
pany. Approximately 2.7 gallons of 
liquid are required to produce 100 feet 
of gas delivered to the consumer. 
Respondent’s bills to its customers 
in Wallingford Hills have been ren- 
dered monthly on the basis of the 
meter consumption at a flat rate of 
18 cents per hundred cubic feet of gas. 
Payment is due net fifteen days after 
date of invoice and no deposits are re- 
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quired. Although the customers are 
billed on the basic cubic feet of gas 
consumed, respondent’s system of con- 
sumption accounts are kept on the 
basis of the number of gallons of 
liquid petroleum gas supplied. The 
annual requirement of the Walling- 
ford Hills enterprise is approximately 
60,000 gallons, which, converted by 
using 35.78 cubic feet per gallon at 
8-ounce pressure becomes 2,147,000 
cubic feet of gas metered annually 
on the customers’ premises. This is 
approximately equivalent to an annual 
sale of more than five and one-half 
million cubic feet of 1,000 stu natural 
gas or more than ten and one-half 
million cubic feet of 520 Bru manu- 
factured gas. The appliances which 
are typical in customers’ residences in 
Wallingford Hills are kitchen ranges, 
house heating furnaces, automatic 
storage water heaters, and basement 
laundry stoves. 

Respondent has, on various occa- 
sions, refused applications for service. 

The principal question which this 
case presents is whether, in view of the 
above stated facts, respondent is a 
public utility within the contemplation 
of the Public Utility Law. 

Section 2 (17) (a) of Art. I of the 
Public Utility Law provides as fol- 
lows: 

“*Public utility’ means persons or 
corporations now or hereafter own- 
ing or operating in this commonwealth 
equipment, or facilities for: 

“Producing, generating, transmit- 
ting, distributing, or furnishing nat- 
ural or artificial gas, electricity, or 
steam for the production of light, heat, 
or power to or for the public for com- 
pensation” ; 

Respondent contends that it does not 
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fall within the above quoted provi- 
sions, and, in our opinion, the facts of 
record sustain the contention. The 
facts before us are strikingly similar 
to those in the case of Paramount Gas 
Utilities Co. v. Public Utilities Com- 
mission (1932) 125 Ohio St 211, 215, 
180 NE 897. In that case the Ohio 
supreme court, affirming a decision 
of the Ohio Public Service Commis- 
sion, stated that: ‘We reach the con- 
clusion on the facts that are not in 
dispute that the operation contemplat- 
ed by the gas company here is simply 
a merchandising operation, and that 
it cannot be held to be a public utility. 
In other words, the finding and order 
made by the Commission must be af- 
firmed.” This case is the only court 
authority closely in point, and it fully 
supports the conclusion we have 
reached upon the facts here presented. 
However, proper determination of the 
character of a particular service must 
always rest upon full consideration of 
each particular situation, and our de- 
cision in this case will not constitute 
a precedent where different facts ap- 
pear. Respondent is not a public util- 
ity subject to our jurisdiction; there- 
fore, 

Now, to wit, November 18, 1940, 
It is ordered: That the instant pro- 
ceeding be and is hereby terminated 
and the record marked closed. 


BucHANAN, Commissioner, dissent- 
ing: This matter is an inquiry and 
investigation upon Commission mo- 
tion to determine whether or not pen- 
alties should be imposed upon respond- 
ent, Solgas, Incorporated, because of 
its failure to obtain Commission ap- 
proval prior to furnishing gas service 
to the public at Wallingford Hills, 
[3] 


Delaware county. Responden: duly 
filed an answer denying Commission 
jurisdiction in the premises and alleg- 
ing that respondent was not a public 
utility company and had not in the 
past and was not presently engaged in 
rendering public utility service. 

The principal question which this 
case presents is whether respondent is 
a public utility within the contempla- 
tion of the Public Utility Law. 

Section 2 (17) (a) of Art. I of the 
Public Utility Law provides as fol- 
lows: 

“ “Public utility’ means persons or 
corporations now or hereafter own- 
ing or operating in this commonwealth 
equipment, or facilities for: 

“Producing, generating, transmit- 
ting, distributing, or furnishing nat- 
ural or artificial gas, electricity, or 
steam for the production of light, heat, 
or power to or for the public for com- 
pensation” ; 

Respondent contends that it does 
not fall within the above-quoted pro- 
visions for substantially the reasons 
that the products sold by it to residents 
of Wallingford Hills is not a gas but 
a liquid ; that even if said product may 
be deemed to be a gas, it is neither a 
“natural” gas nor an “artificial” gas 
within the contemplation of the above- 
quoted provisions; that it selects its 
consumers, enters into contract with 
them, and does not serve all of the 
prospective customers in a given area; 
that it does not possess franchises, 
chartered territory, or the right of 
eminent domain, and that it does not 
use any public property in the conduct 
of its business. 

In my opinion the facts of record do 
not sustain respondent’s contentions 
that it is not engaged in the furnishing 
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of artificial gas to the public in Wal- 
lingford Hills for compensation. 

The record demonstrates conclusive- 
ly that respondent is supplying its 
patrons in Wallingford Hills with a 
gas, and not, as respondent argues, 
with a liquid. No liquid is distributed 
to the premises of the said patrons 
but, on the contrary, such liquid pro- 
pane as is necessary in respondent’s 
operations is placed in respondent’s 
tanks where it is vaporized by means 
of facilities exclusively owned and 
controlled by respondent. The result- 
ing gas is the only product of respond- 
ent which finds its way into the dis- 
tribution system or the consumers’ 
service lines. 

This service rendered to the resi- 
dents of Wallingford Hills is not to 
be confused with what is commonly 
known as “estate service.” In render- 


ing the latter type of service respond- 


ent installs tanks at individual res- 
idences or estates which are periodical- 
ly filled with liquid propane. This 
propane is then vaporized in the tanks 
by means of the facilities owned and 
controlled by the consumer and flows 
therefrom to the point of use through 
a meter. Such service is fundamen- 
tally different from the type of service 
here under consideration, and is not in 
any manner involved in the instant 
proceeding. 

I find no merit in respondent’s con- 
tention that the phrase “artificial gas” 
as used in Art. I, § 2 (17) (a) is in- 
tended to include only manufactured 
gas, often referred to as “city” or 
“water” gas, and cannot be construed 
to include petroleum gases. Respond- 
ent has referred to no authority or rule 
of construction which supports that 
position, nor am I aware of any. In 
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my opinion, the phrase “artificial gas” 
in the section in question is used by the 
legislature in its broadest sense, and 
is intended to cover all gas by what- 
ever methods and from whatever ma- 
terials produced which does not em- 
anate from wells. Petroleum gas was 
a commonly known product, well es- 
tablished as a fuel in competition with 
other types of gas, and with electricity 
at the time of the passage of the Pub- 
lic Utility Law, and there is no indica- 
tion and no reason to suppose that the 
legislature did not intend to regulate 
its distribution, or did not consider it 
as an artificial gas similar to so-called 
“city” or “water” gas. 

Respondent’s contention that it ren- 
ders a purely private service in Wal- 
lingford Hills finds no support in the 
record. In considering the extent and 
the proffer of service it will be seen 
that respondent presently serves and 
is willing to serve anyone in Walling- 
ford Hills whose credit standing and 
equipment are satisfactory. It is well 
established that where service ren- 
dered by an artificial gas distributor 
is offered to all those members of the 
public within a given area who are able 
to pay the rates prescribed and to meet 
reasonable conditions relating to 
equipment, the public is in fact served. 

Further, the fact that the business 
is essentially one of personal contract 
does not preclude its being a utility. 
In the case of North Penn Gas Co. v. 
Cabot (1936) 15 Pa PSC 334, 15 
PUR(NS) 23, we held that where 
written contracts were made covering 
natural gas service, and only three 
such contracts were made with Penn- 
sylvania consumers, the service was 
nevertheless public. Also see Incorpo- 
rators of Service Gas Co. v. Public 
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Service Commission (1937) 126 Pa 
Super Ct 381, 18 PUR(NS) 256, 190 
Atl 653. 

The other suggestions advanced by 
respondent relative to franchise and 
chartered rights, the right of eminent 
domain, and nonuse of public proper- 
ty, are irrelevant to a determination of 
its status as a utility. That respondent 
may not possess these rights and pow- 
ers nor use public property in the con- 
duct of its business is not conclusive 
that it is not a public utility. See 
Pennsylvania Chautauqua v. Public 
Service Commission, 105 Pa Super Ct 
160, PUR1932D 145, 160 Atl 225. 

It has been held in cases too numer- 
ous to require citation that a business 
may be a public utility, although hav- 
ing no franchise rights, chartered ter- 
ritory, or right of eminent domain, 
and making no use of public property 
or thoroughfares. 

In my opinion, the case of Re Wis- 
consin Rapids Gas Co. PUR1933C 
375, 376 was well decided by the Wis- 
consin Public Service Commission. 
There a corporation applied to the 
Commission for a certificate of public 
convenience to furnish public utility 
gas service by vaporizing liquefied pro- 
pane into a gas at a central plant and 
distributing it to consumers in the sur- 
rounding territory. In granting the 
certificate the Commission said: 

“Consumers remote from the gas 
mains within the city and other com- 
munities near Wisconsin Rapids will 
be supplied from individual tanks 
which will be located underground, 
and which will be filled periodically 
from a tank truck. The truck will get 
the gas from'the central plant at Wis- 
consin Rapids. In some cases, as in 


rural territory, this service will re- 
semble what is now known as bottled 
gas service in that an individual tank 
may be furnished for each customer, 
although from the customers’ point of 
view, the service will be exactly the 
same as that furnished by the regular 
gas utility in that meters will be read 
monthly and bills rendered for the 
amount of gas which has been fur- 
nished. However, in a number of in- 
stances, a single tank may be provid- 
ed for an entire village or unincorpo- 
rated community and a small main 
system provided. In this case the serv- 
ice would undoubtedly be considered 
to be public utility service. This Com- 
mission is not empowered to give, and 
there is no necessity for the company 
to obtain a certificate for nonutility 
service. It is expected that utility 
service will be given wherever it is 
justified by local conditions. The cer- 
tificate of authority, therefore, should 
permit the giving of utility service 
throughout the area described and the 
dividing line between utility and non- 
utility service need not be drawn at 
this time.” 

The case of Paramount Gas Util- 
ities Co. v. Public Utilities Commis- 
sion (1932) 125 Ohio St 211, 180 NE 
897, in which the supreme court of 
Ohio held that an Ohio company ren- 
dering service somewhat similar to 
that of respondent was not a public 
utility is not in point. This case is 
not persuasive, since the Ohio court 
did not set forth substantial reasons 
for its holding, and because the case 
was decided under the Ohio regulatory 
statute, the relevant sections of which 
significantly differ in wording from 
the corresponding sections of the Pub- 
lic Utility Law of Pennsylvania. 
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Since the instant inquiry and in- 
vestigation, as issued, specifically ap- 
plied to the service of respondent at 
Wallingford Hills, the above discus- 
sion has been limited to that service. 
However, the record shows that nine 
consumers in a community designated 
as Carroll Park, Delaware county, 
have been served since approximately 
1936 through a 2,000-foot distribution 
system under the conditions governing 
the service to Wallingford Hills. This 
situation, of course, offers a further 
indication of the public character of 
respondent’s service. 

Where service supplied by any cor- 
poration to the public clearly falls 
within the legislative definition of a 
public utility in the Public Utility Law, 
it is not within the province of this 
Commission to deny jurisdiction over 
such public utility simply because it 
does not want to take jurisdiction of 
the particular subject matter or be- 
cause it will cause additional work, 
time, and expense to the Commission. 
On the contrary, the duty is mandatory 
upon the Commission to carry out the 


direction of the legislature as ex- 
pressed in the act, and to defend to 
the limit the jurisdiction so conferred 
so long as the legislature permits it to 
exist. If it should develop that the 
legislative definition was too broad, or 
impractical, or imposes unnecess?ry 
burdens upon the Commission, it is a 
matter for the legislature to correct, 
because the scope of the law is in its 
particular province. It is not the func- 
tion of the Commission, nor has it any 
authority, to refuse arbitrarily to per- 
form the legislative mandate. 

It is my opinion that the service ren- 
dered by respondent falls clearly with- 
in the definition of a public utility in 
the Public Utility Law ; that there is a 
furnishing of artifical gas to the pub- 
lic for compensation and, therefore, 
the respondent is subject to the juris- 
diction of the Commission. I believe 
we should take such jurisdiction and 
supply such regulation as is necessary 
according to the law and the public in- 
terest until the legislature in its discre- 
tion decides otherwise. 
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Re Philadelphia Transportation Company 


[Application Docket No. 59864.] 


Street railways, § 15 — Abandonment of tracks — Repaving of highway. 
A street railway company, in the absence of any franchise agreement to the 
contrary, is under a common law duty to remove the rails and repave the 
highway upon abandonment of its tracks. 


[January 6, 1941.] 


A’ 


PLICATION for approval of abandonment of street railway 
service and abandonment of a crossing at grade and con- 


struction of a partial crossing at grade; granted subject to 
conditions. 


38 PUR(NS) 


36 





ex- 
d to 
rred 
it to 
the 
1, or 
SOry 
isa 
rect, 
n its 
‘unc- 
t any 
per- 


. ren- 
with- 
ty in 
eisa 
pub- 
fore, 
juris- 
elieve 
1 and 
ssary 
lic in- 
iscre- 


ny 


to the 
ve the 


RE PHILADELPHIA TRANSPORTATION CO. 


By the Commission: This mat- 
ter comes before us upon application 
of Philadelphia Transportation Com- 
pany for our approval of the abandon- 
ment of street railway service from a 
point on Lansdowne avenue east of 
Haverford avenue to a terminal loop 
on private right of way west of Haver- 
ford avenue, and the substitution 
therefor of a new terminal loop on 
private right of way east of Haver- 
ford avenue in the city of Philadel- 
phia. In connection with the proposed 
relocation of street railway facilities, 
applicant requests approval of the 
abandonment of a crossing at grade on 
Lansdowne avenue west of Haverford 
avenue, and the construction of a par- 
tial crossing at grade on Lansdowne 
avenue east of Haverford avenue. 

At the hearing in this proceeding, 
applicant amended § 5 of its petition 
which relates to the proposed crossing 
changes to request the elimination of 
two half crossings at grade across 
Lansdowne avenue west of Haverford 
avenue, and of one full crossing at 
grade across Haverford avenue, and 
the construction of two half crossings 
at grade across Lansdowne avenue, 
east of Haverford avenue, in lieu of 
the crossing changes described in its 
original application. However, it ap- 
pears that the two tracks crossing 
Lansdowne avenue west of Haverford 
avenue comprise one half crossing and 
our order will so indicate. 

Philadelphia Transportation Com- 
pany operates a coordinated street 
railway and bus transportation sys- 
tem in the city of Philadelphia and 
Vicinity. Asa part of this system, ap- 
plicant presently operates a street rail- 
way line known as Route No. 31 west 
on Lansdowne avenue, crossing Hav- 


erford avenue at grade to a terminal 
loop on private property west of this 
intersection. Applicant desires to sub- 
stitute a new terminal loop on private 
right of way east of Haverford avenue 
and to abandon its track and facilities 
west of the new terminal loop. Ap- 
plicant states that the present loop is 
located on property owned by the Fair- 
mount Park Commission, and rented 
by the applicant for the sum of $500 
a year, and that the proposed new loop 
will also be located on property of the 
Fairmount Park Commission and will 
be rented for the same amount. It is 
further averred that there are no other 
property owners in the immediate vi- 
cinity of the proposed relocation of 
street railway facilities, and that no 
passengers will be inconvenienced by 
the relocation of the facilities. 

At the hearing a witness for the ap- 
plicant testified that the elimination of 
the crossing at grade at the intersec- 
tion of Lansdowne avenue, State 
Highway Route No. 67036, and Hav- 
erford avenue, State Highway Route 
No. 67035, at which point considerable 
vehicular traffic intersects and turns, 
will remove a traffic hazard. Witness 
further testified that the proposed re- 
location of tracks will eliminate the 
danger due to insufficient clearance for 
vehicles between the eastbound track 
and the south curb on Lansdowne 
avenue at and immediately east of 
Haverford avenue. 

Witness for the applicant submitted 
as Exhibit No. 1 answers to a ques- 
tionnaire directed to the company 
prior to the hearing. This exhibit 
indicates that the total length of track 
to be abandoned is 2,317 lineal feet, 
which includes 1,440 feet of track on 
private property and 877 feet in pub- 
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lic highway. The track in public high- 
way consists of 223 feet of single 
track with a paved track area 9 feet 
wide and 327 feet of double track 
with a paved track area 18.44 feet 
wide. The exhibit indicates that the 
applicant, at its own cost and expense, 
proposes to remove its rails, ties, poles, 
wires, and overhead structures on 
private property immediately follow- 
ing abandonment. None of the poles 
to be removed are used by other util- 
ities. 

The original cost of the facilities to 
be abandoned is as follows: 
Track work 


MBSE TIES 2 aa tore cas rete tesorere a eiwiaralereers' 
Electrical work 


$16,694 
2,686 
2,015 
$21,395 


Applicant’s Exhibit No. 1 indicates 
that this amount will be charged 
against the reserve for depreciation to 
record the abandonment. 

Exhibit No. 1 further indicates that 
the applicant, at its own cost and ex- 
pense, will construct the proposed new 
terminal loop, including a tangent spur 
for emergency purposes, and two half 
crossings, consisting of 514 feet of 
single track (160 feet in public high- 
way and 354 feet on private property), 
necessary poles and overhead facilities, 
and will pave the new track area with- 
in the limits of Lansdowne avenue. 
The cost of the new construction is 
estimated as follows: 

Track work and paving 


Poles and overhead 
Sand house, toilet, lights 


$11,070 


Applicant further states that no oth- 
er utilities will be affected by the pro- 
posed relocation and that the new loop 
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will be constructed and completed prior 
to the abandonment of the present 
terminal. 

Applicant proposes to leave the rails 
and ties located in paved streets in 
place until public authorities repave 
the streets, at which time the applicant 
proposes, at its own cost and expense, 
to remove its rails and ties and repave 
the track area. In the absence of any 
franchise agreement to the contrary, a 
street railway company is under a com- 
mon-law duty to remove the rails and 
repave the highway upon abandonment 
of its tracks. West Penn R. Co. v. 
Public Utility Commission (1940) — 
Pa Super Ct —, 36 PUR(NS) 116, 
15 A(2d) 539, 544. Since there is 
no evidence of any franchise under 
which applicant operated which re- 
lieves it of its common-law duty, we 
shall require applicant to fulfill its ob- 
ligations by removing the rails and re- 
paving the disturbed area. 

After full consideration of the mat- 
ters and things involved, we are of the 
opinion and find that the abandonment 
of street railway service by Philadel- 
phia Transportation Company on a 
portion of its Route No. 31 from a 
point east of Haverford avenue on 
Lansdowne avenue to a terminal loop 
on private right of way west of Haver- 
ford avenue, the abolition of a half 
crossing at grade across Lansdowne 
avenue west of Haverford avenue, the 
abolition of a crossing at grade across 
Haverford avenue, and the construc- 
tion of two half crossings at grade 
across Lansdowne avenue east of Hav- 
erford avenue, as indicated on the plan 
accompanying the application, is neces- 
sary or proper for the service, accom- 
modation, convenience, or safety of 
the public; therefore, 
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RE PHILADELPHIA TRANSPORTATION CO. 


Now, to wit, January 6, 1941, it is 
ordered: 

1. That the application be and is 
hereby granted. 

2. That a certificate of public con- 
venience issue at A. 59864, evidencing 
approval of the discontinuance of 
street railway service and abandon- 
ment of facilities from a point on 
Lansdowne avenue east of Haverford 
avenue to the present terminal loop on 
private right of way west of Haver- 
ford avenue, and of the installation of 
relocated street railway facilities and 
the operation of trolley cars over the 
new terminal loop on Lansdowne 
avenue east of Haverford avenue in 
the city of Philadelphia. 

3. That the half crossing at grade 
of tracks of Philadelphia Transporta- 
tion Company across Lansdowne 
avenue west of Haverford avenue, be 
and is hereby abolished. 

4. That the crossing at grade of 
two tracks of Philadelphia Transpor- 
tation Company across the intersection 
of Lansdowne avenue and Haverford 
avenue be and is hereby abolished. 

5. That the construction of two half 
crossings at grade of one track of 


Philadelphia Transportation Com- 
pany across Lansdowne avenue west 
of Haverford avenue be and is here- 
by approved. 

6. That the applicant, at its own 
cost and expense, remove all poles, 
wires, and overhead construction with- 
in the limits of the abandonment, not 
utilized in connection with the opera- 
tion of applicant’s relocated facilities. 

7. That applicant, at its own cost 
and expense, remove all rails, ties, and 
appurtenances in public highways or 
streets within the limits of the aban- 
donment, and repave the disturbed 
area with materials similar to that in 
the adjacent street paving. 

8. That applicant install track and 
auxiliary construction and repave the 
track area in Lansdowne avenue at the 
relocated loop terminal. 

9. That applicant relinquish all 
franchise rights permitting the opera- 
tion of street railway service on por- 
tion of street where track is removed. 

10. That all work herein ordered be 
completed in a manner satisfactory to 
the Commission on or before May 31, 
1941, 
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Re Commonwealth & Southern Corporation 
et al. 


[File No. 59-8, Release No. 2626.] 


Intercorporate relations, § 19.5 — Holding company system — Geographical inte- 


gration. 


1. The standard established by Clause (B) of § 11(b) (1) of the Hold- 
ing Company Act, 15 USCA § 79k (b) (1), it is tentatively concluded, 
means that a holding company may continue to control an integrated pub- 
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lic utility system or systems additional to the “single” integrated public 
utility systems only if all such additional system or systems are located in 
the same state or states in which the “single” system is located, or in states 
adjoining thereto, p. 42. 


Intercorporate relations, § 19.4 — Holding company systems — Geographical inte- 
gration — Single system — Size limitation. 

2. No substantial amount of property, it was tentatively concluded, might 
be retained, consistently with the size limitation of § 2(a) (29) and Clause 
(C) of § 11(b) (1) of the Holding Company Act, under common control 
with a large company (single integrated public utility system) in a holding 
company system when such a company served an area over the major part 
of the states served, p. 44. 


Intercorporate relations, § 19.4 — Holding company systems — Integrated utilities 
— Separate properties — Interconnection. 
3. Properties in a holding company system, when widely separated and not 
interconnected or codrdinated with each other, it was tentatively concluded, 
could not be retained under common control consistently with the statu- 
tory requirements of localized management, efficient operation, and effec- 
tive regulation under § 11(b) (1) of the Holding Company Act, p. 44. 


Intercorporate relations, § 19.5 — Holding company systems — Single integrated 
system — Independent operation. 

4. Properties of members of a holding company system, it was tentatively 
concluded, could not qualify for retention as an “additional system” to those 
of a single integrated system or as additional systems to each other, under 
the limitations imposed by Clause (A) of § 11(b) (1) of the Holding 
Company Act, where they were operated separately and not coordinated in 
their physical operations and the only common element of operation was 
the fact that each of these companies obtained service from the same serv- 
ice company and was controlled by the same holding company, p. 45. 


Intercorporate relations, § 19.6 — Holding company systems — Integration — 
Other businesses. 
5. Transportation, water, ice, heating, and other businesses (other than 
electric or gas utilities) were held not to be reasonably incidental or eco- 
nomically necessary or appropriate to the operations of any of the electric 
or gas utility properties controlled by a holding company system or by any 
of its subsidiaries and, therefore, not possible of retention within the system 
of a registered holding company under § 11(b) (1) of the Holding Com- 
pany Act, p. 46. 
Intercorporate relations, § 19.6 — Holding company systems — Integrated system 
— Other businesses — Mutual service company. 


6. The business of a mutual service company rendering services to all of 
the various subsidiary companies of a holding company system is not rea- 
sonably incidental or economically necessary or appropriate to the operations 
of any of the utility properties, under § 11(b) (1) of the Holding Company 
Act, where the various subsidiary companies cannot be retained under such 
common ownership, p. 46. 


[March 19, 1941.] 


— under § 11 of the Holding Company Act to 
effectuate simplification of a holding company system; ten- 
tative conclusions stated and hearing reconvened. 
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RE COMMONWEALTH & SOUTHERN CORP. 


By the Commission: Pursuant to 
respondents’ request and the Commis- 
sion’s undertaking in its opinion dated 
June 1, 1940, there are set forthwith 
hereinafter the tentative conclusions 
of the Commission as to the action 
which the respondents should take un- 
der the provisions of § 11(b) (1) of 
the Public Utility Holding Company 
Act of 1935, 15 USCA § 79k (b) 
(1). In view of the fact that these 
conclusions are expressed prior to the 
taking of testimony, as a result of the 
request of the respondents made at the 
outset of the hearing, the views here 
expressed must of necessity be entire- 
ly tentative in character. 

To aid the Commission in arriving 
at its conclusions, the Commission di- 
rected its staff to prepare a report set- 
ting forth informative data with re- 
spect to the holding company system 
of the Commonwealth & Southern 
Corporation and suggesting the appli- 
cation of the pertinent provisions of 
the act. Such a report has been pre- 
pared and has been filed as a part of 
the public proceedings in this case; 
copies of the report will be furnished 
to the respondents simultaneously with 
the issuance of this statement. 


I 
Applicable Statutory Provisions 


For convenience, we repeat here the 
full text of the principal statutory pro- 
visions applicable to the present pro- 
ceedings. 

Section 11(b) (1) of the act, supra, 
provides : 

“(b) It shall be the duty of the 
Commission, as soon as practicable 
after January 1, 1938: 


“(1) To require by order, after no- 


tice and opportunity for hearing, that 
each registered holding company, and 
each subsidiary company thereof, shall 
take such action as the Commission 
shall find necessary to limit the opera- 
tions of the holding company system 
of which such company is a part to a 
single integrated public utility system, 
and to such other businesses as are 
reasonably incidental, or economically 
necessary Or appropriate to the opera- 
tions of such integrated public utility 
system: Provided, however, that the 
Commission shall permit a registered 
holding company to continue to con- 
trol one or more additional integrated 
public utility systems, if, after notice 
and opportunity for hearing, it finds 
that— 

“(A) Each of such additional sys- 
tems cannot be operated as an inde- 
pendent system without the loss of 
substantial economies which can be 
secured by the retention of control by 
such holding company of such system; 

“(B) All of such additional systems 
are located in one state, or in adjoin- 
ing states, or in a contiguous foreign 
country ; and 

“(C) The continued combination of 
such systems under the control of such 
holding company is not so large (con- 
sidering the state of the art and the 
area or region affected) as to impair 
the advantages of localized manage- 
ment, efficient operation, or the effec- 
tiveness of regulation. 

“The Commission may permit as 
reasonably incidental, or economically 
necessary Or appropriate to the opera- 
tions of one or more integrated public 
utility systems the retention of an in- 
terest in any business (other than the 
business of a public utility company as 
such) which the Commission shall find 

38 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


necessary or appropriate in the public 
interest or for the protection of in- 
vestors or consumers and not detri- 
mental to the proper functioning of 
such system or systems.” 

Section 2(a) (29), 15 USCA § 79b 
(a) (29), is as follows: 

“(29) ‘Integrated public utility sys- 
tem’ means— 

“(A) As applied to electric utility 
companies, a system consisting of one 
or more units of generating plants 
and/or transmission lines and/or dis- 
tributing facilities, whose utility as- 
sets, whether owned by one or more 
electric utility companies, are physical- 
ly interconnected or capable of physi- 
cal interconnection and which under 
normal conditions may be economical- 
ly operated as a single interconnected 
and codrdinated system confined in its 
operations to a single area or region, 


in one or more states, not so large as 
to impair (considering the state of the 
art and the area or region affected) 
the advantages of localized manage- 
ment, efficient operation, and the ef- 
fectiveness of regulation; and 


“(B) As applied to gas utility com- 
panies, a system consisting of one or 
more gas utility companies which are 
so located and related that substantial 
economies may be effectuated by being 
operated as a single coordinated sys- 
tem confined in its operations to a 
single area or region, in one or more 
states, not so large as to impair (con- 
sidering the state of the art and the 
area or region affected) the advan- 


tages of localized management, effi- 
cient operation, and the effectiveness 
of regulation: Provided, that gas 
utility companies deriving natural gas 
from a common source of supply may 
be deemed to be included in a single 
area or region.” 


Interpretation of Clause (B). 

[1] In our statement of tentative 
conclusions issued January 18, 1941, 
in the proceedings similar to this in- 
volving the United Gas Improvement 
Company,’ we tentatively concluded 
that the standard established by Clause 
(B) of § 11(b) (1) meant that a 
holding company might continue to 
control an integrated public utility sys- 
tem or systems additional to the “sin- 
gle” integrated public utility system 
referred to in § 11(b) (1) omly if all 
such additional system or systems are 
located in the same state or states in 
which the “single” system is located, or 
in states adjoining thereto.? We fol- 
low this tentative conclusion as to the 
interpretation of Clause (B) and have 
used it in reaching the tentative con- 
clusions hereafter set forth with re- 
spect to the holding company system of 
the Commonwealth & Southern Cor- 
poration. 


II 
The Proceedings to Date 


The Commonwealth & Southern 
Corporation registered as a holding 
company under the Public Utility 
Holding Company Act of 1935 on 
March 25, 1938. On March 6, 1940 





1Re United Gas Improv. Co. (1941) File 
No. 59-6, Holding Company Act Release No. 
2500, 37 PUR(NS) 91. 

2 Some of the considerations upon the basis 
of which the Commission reached the tentative 
conclusions then adopted were set forth in a 
memorandum dated January 8, 1941, to the 
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Commission from the Public Utilities Division, 
which memorandum was made public at the 
time of the issuance of our statement of tenta- 
tive conclusions in the United Gas Improve- 
ment Company matter (Holding Company 
Act Release No. 2500, supra); copies of this 
memorandum are available on request. 
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we issued a notice of and order for 
hearing pursuant to § 11(b) (1) of 
the act with respect to the Common- 
wealth & Southern Corporation and its 
subsidiary companies. We then stated 
that it appeared that the Common- 
wealth & Southern Corporation hold- 
ing company system was not confined 
in its operations to those of a single in- 
tegrated public utility system and to 
such other businesses as were reason- 
ably incidental or economically neces- 
sary or appropriate to the operations 
of such a system within the meaning of 
the act. 

Subsequent thereto, the Common- 
wealth & Southern Corporation and 
various of its subsidiary companies re- 
quested that they be furnished with a 
statement of the Commission setting 
forth the Commission’s tentative con- 
clusions with respect to what action the 
Commission tentatively believed would 
be required by § 11(b) (1) of the act. 
The respondents’ request was similar 
to that made by the respondents in 
the similar proceeding involving the 
United Gas Improvement Company, 
and the Commission, by memoran- 
dum opinion filed June 1, 1940 ( Hold- 
ing Company Act Release No. 2083), 
stated that it would grant the request 
in the same manner as it had undertak- 
en in the United Gas Improvement 
Company matter. The proceedings 
have been held in abeyance pending the 
preparation and issuance of the Com- 
mission’s statement of tentative con- 
clusions. 


III 
Application of Statutory Standards 


The notice of and order for hearing 
in itself shows that the present hold- 
ing company system of the Common- 
wealth & Southern Corporation is en- 
gaged in extensive electric and gas op- 
erations in a number of states scattered 
in different parts of the United States. 
The extent to which these operations 
are scattered is particularly shown by 
the maps included in that notice, and 
the nature and character of the opera- 
tions are described in more detail in 
the staff report. Various nonutility 
businesses are also conducted by cer- 
tain of the subsidiaries of the Com- 
monwealth & Southern Corporation. 

In the light of the facts as they now 
appear to us we proceed to set forth 
our tentative conclusions as to the ap- 
plication of the statutory standards to 
the Commonwealth & Southern Corpo- 
ration and its subsidiary companies. 


Effect of Clause (B) of § 11(b) (1). 

The interpretation which we have 
tentatively adopted of Clause (B) of 
§ 11(b) (1)* necessitates the follow- 
ing conclusions : 

(a) If one or more of the proper- 
ties of Consumers Power Company 
(located in Michigan) is considered as 
the “single” system, there cannot be 
retained under common control there- 
with any of the southern properties of 
the holding company system (i. e., any 
of those located in Mississippi, Ala- 
bama, Georgia, Florida, or South Car- 





3For Commission’s views as to the con- 
siderations leading to the issuance of this state- 
ment, see Re United Gas Improv. Co. (1940) 
Holding Company Act Release No. 2065, 33 
PUR(NS) 285. 


8a Requiring that all additional systems be 
located in states adjoining the state where 
the “single” system is located; see Re United 
Gas Improv. Co. footnote 1, supra. 
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olina) nor any of the properties locat- 
ed in Illinois or Pennsylvania. 

(b) If one or more of the properties 
of Alabama Power Company is con- 
sidered as the “single” system, there 
cannot be retained any of the North- 
ern properties of the holding company 
system (i. e., any of those located in 
Michigan, Illinois, Ohio, or Pennsyl- 
vania) nor any of the properties lo- 
cated in South Carolina. 

(c) If one or more of the properties 
of Georgia Power Company is consid- 
ered as the “single” system, there can- 
not be retained under common control 
therewith any of the northern proper- 
ties of the system nor any property lo- 
cated in Mississippi. 

(d) Properties of Ohio Edison 
Company located in the neighborhood 
of Akron and Youngstown, Ohio, are 
interconnected with and from a single 
integrated public utility system with 
the electric properties of Pennsylvania 
Power Company. Consequently, since 
the Pennsylvania properties may not 
be retained under common control with 
any property located in Michigan, the 
eastern properties of Ohio Edison 
Company may not be retained under 
such control within the requirement of 
Clause (B), unless they are separated 
from the Pennsylvania properties, a 
result which would not appear to be 
economically sound. 


Application of size standard of § 2 
(a) (29) and Clause (C) of § 11 
(b) (1). 

[2,3] Under the size limitation con- 
tained in § 2(a) (29) and in Clause 
(C) of § 11(b) (1) no single inte- 
grated pubilc utility system, nor any 
combination of such systems permitted 
to be retained under common control, 
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may be “so large (considering the state 
of the art and the area or region af- 
fected) as to impair the advantages of 
localized management, efficient opera- 
tion, and the effectiveness of regula- 
tion.” We do not deem it necessary at 
this time to suggest tentative conclu- 
sions as to whether the properties now 
owned and operated either by Consum- 
ers Power Company, Alabama Power 
Company, or Georigia Power Compa- 
ny, are as to any one of these respective 
states, too large for localized manage- 
ment, efficient operation, or effective 
regulation. We believe it suffices for 
the present purpose to reach the ten- 
tative conclusion that each of these 
statewide areas either exceeds, or in 
any event approaches, the maximum 
size which can be so retained consis- 
tently with the statutory requirements. 
In this connection it may be observed 
that each of these three companies 
serves an area over the major part of 
the states served. Even within such 
areas it may be difficult to find that 
management can be localized, or to 
conclude that regulation can be effec- 
tive over companies which dominate 
whole states. In any event, we con- 
clude that no substantial amount of 
utility property may be retained under 
common control with properties now 
constituting either those of Consumers 
Power Company, Alabama Power 
Company, or Georgia Power Compa- 
ny. 

If our tentative conclusion on this 
point stands, the effect will be to make 
impossible the retention under common 
control with Consumers Power Com- 
pany any of the other properties of the 
holding company system, or the reten- 
tion under common control with any 
of the properties of Alabama Power 
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Company, either any of the northern 
properties or any property now owned 
by Georgia Power Company* or 
South Carolina Power Company. 
Similarly, there could not be retained 
under common control with the prop- 
erties of Georgia Power Company ei- 
ther any of the northern properties or 
any properties of Alabama Power 
Company, Mississippi Power Compa- 
ny, or Gulf Power Company. We 
leave open for further consideration 
the question of whether any of the 
properties now owned by Mississippi 
Power Company or by Gulf Power 
Company might be retained under 
common control with any of the prop- 
erty now owned by Alabama Power 
Company ; similarly we leave open for 
further consideration the question of 
whether any property now owned by 
South Carolina Power Company may 
be retained under common control 
with any property owned by Georgia 
Power Company. 

The various properties of Central 
Illinois Light Company, Southern In- 
diana Gas and Electric Company, and 
the two separated properties of Ohio 
Edison Company (the Akron-Youngs- 
town area and the Springfield area) 
are widely separated to distance and 
are not coordinated with each other. 
We tentatively conclude because of the 
distances separating these properties 
and the lack of present interconnection 
or coordination between them, no com- 
bination of any of these properties may 
be retained under common control con- 
sistently with the statutory require- 
ments of localized management, effi- 


cient operation, and effective regula- 
tion. 


Application of Clause (A) of § 11 

(b) (1). 

[4] Under the provisions of Clause 
(A) of § 11(b) (1) no additional 
system can be retained under common 
control with the “single” system un- 
less such additional system “cannot be 
operated as an independent system 
without the loss of substantial econo- 
mies which can be secured by the re- 
tention of control by such holding com- 
pany of such system.” Consumers 
Power Company, Central Illinois Light 
Company, Southern Indiana Gas and 
Electric Company, Ohio Edison Com- 
pany, and Pennsylvania Power Com- 
pany each have their own officers. 
With the exception of the Pennsyl- 
vania-Ohio interconnected system, they 
are operated separately and are not 
coordinated in their physical opera- 
tions. _The only common element of 
operations is the fact that each of these 
companies obtains service from the 
same service company and is controlled 
by the same holding company. Simi- 
larly, the Springfield Division of the 
Ohio Edison Company operates sepa- 
rately and is neither interconnected nor 
operated with the remaining property 
of that company. 

Under these circumstances we ten- 
tatively conclude that neither the prop- 
erties of Central Illinois Light Com- 
pany, Southern Indiana Gas and Elec- 
tric Company, the Springfield Division 
of Ohio Edison Company, the inter- 
connected Pennsylvania-Ohio proper- 





#A minor exception to this conclusion in- 
volves the Credille property owned by Georgia 
Power Company and located in Georgia which 
is interconnected with and operates with the 
properties of Alabama Power Company; an- 


other possible exception involves the gas 
property located in Phenix City, Alabama, 
which is interconnected with and operates on 
a coordinated basis with the Columbus City 
gas property of the Georgia Power Company. 
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ty, nor the Akron-Youngstown Divi- 
sion of Ohio Edison Company, nor 
Pennsylvania Power Company con- 
sidered separately, could qualify for 
retention as an “additional system” to 
those of Consumers Power Company, 
or as additional systems to each other 
(except as to the interconnected Penn- 
sylvania-Ohio group) under the lim- 
itations imposed by Clause (A) of 
§ 11(b) (1). 

For the purposes of this statement 
we do not deem it necessary to con- 
sider the application of Clause (A) to 
any of the southern properties of the 
holding company system. 


Other businesses. 

With the consent of the respondents 
we have already directed Tennessee 
Utilities Corporation to sell the vari- 
ous transportation and other properties 
which it owns, such sale to be complet- 
ed on or before July 1, 1942. 

[5] The General Corporation and 
Transportation Securities Corporation 
conduct, either directly or through 
subsidiaries, ice, transportation, and 
other businesses located in various 
states. Certain of the utility subsid- 
iaries of the holding company system 
also themselves operate, either direct- 
ly or through subsidiaries, certain 
transportation, water, ice, heating, and 
other businesses other than electric or 
gas utilities. We conclude that none 
of such businesses are reasonably in- 
cidental or economically necessary or 
appropriate to the operations of any of 
the electric or gas utility properties 
controlled by the holding company sys- 
tem or by any of its subsidiaries, and 
are therefore not possible of retention 
within the holding company system of 
a registered holding company. 
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[6] The Commonwealth & Southern 
Corporation (New York) is a mutual 
service company rendering services to 
all of the various subsidiary companies 
of the holding company system. In 
view of the conclusions hereafter 
reached, we conclude that the business 
of this service company, as presently 
constituted, is not reasonably incidental 
or economically necessary or appro- 
priate to the operations of any of the 
utility properties. 


Tentative conclusion as to holding 
company. 

Summarizing the foregoing, we con- 
clude tentatively that, if the property 
of Consumers Power Company is con- 
sidered as the “single” integrated pub- 
lic utility system, the Commonwealth 
& Southern Corporation can retain no 
other properties; that if the “single” 
system is located in Alabama, no other 
properties can be retained with the pos- 
sible exception of those located in Mis- 
sissippi and Florida; and that if the 
“single” system is located in Georgia, 
no other properties can be retained with 
the possible exception of those in South 
Carolina. From this it would seem 
to follow that the Commonwealth & 
Southern Corporation cannot continue 
to control more than one of its major 
units of property. 


V 


Order Reconvening Hearing 


It is hereby ordered that : 

1. The hearing heretofore com- 
menced in this proceeding shall be re- 
convened on April 3, 1941, at 10 
o’clock in the forenoon of that day at 
the offices of the Securities and Ex- 
change Commission, 1778 Pennsyl- 
vania avenue, N. W., Washington, D. 
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C., in such room as may be designated 
on such date by the hearing room clerk 
in room 1102, before the officer of the 
Commission heretofore designated to 
preside at the hearing previously com- 
menced, or before such other officer as 
the Commission may hereafter desig- 
nate. The officer so designated to pre- 
side at such reconvened hearing is here- 
by authorized to exercise all the powers 
granted to the Commission under § 18 
(c) of said act, 15 USCA § 79r (c), 
and to a trial examiner under the Com- 
mission’s Rules of Practice. 

2. At the outset of said hearing, to 
be reconvened as aforesaid, the re- 
spondents and other parties in interest 
shall be given an opportunity to be 
heard with respect to the statements of 
fact contained in the aforesaid report 
of the Public Utilities Division, here- 
tofore filed as part of the public pro- 
ceeding in this case, and all such per- 
sons shall have an opportunity and are 
invited to state at that time any differ- 
ences which they may have with respect 
to any of the facts contained in said 
report of the Public Utilities Division, 
and all such persons shall have an op- 
portunity to be heard with respect to 
the allegations contained in paragraphs 
1 to 47, inclusive, of the aforesaid or- 
der of March 6, 1940. 

3. At such time the respondents 
shall state what properties they be- 
lieve constitute the “single integrated 
public utility system” to the operations 
of which they believe their holding 
company system should be limited, as 
provided in § 11(b) (1) of the Public 
Utility Holding Company Act of 1935, 
and said respondents shall also state 
what other systems, if any, they claim 
to be entitled to retain as additional 
systems pursuant to the proviso em- 


bodied in Clauses (A), (B), and (C) 
of said § 11(b) (1), and shall state 
what other businesses they claim are 
reasonably incidental or economically 
necessary or appropriate to the opera- 
tions of such integrated public utility 
systems as said respondents wish to 
retain. 

4. At such time said respondents 
and all other parties in interest shall be 
given an opportunity to be heard for 
the purpose of showing cause why an 
order should not be entered pursuant 
to § 11(b) of said act, requiring: 

(a) The divestment of control by 
the Commonwealth & Southern Cor- 
poration of either : 

(1) Its northern properties, com- 
prising all of its utility assets located 
in the states of Michigan, Illinois, In- 
diana, Ohio, and Pennsylvania; or 

(2) Its southern properties, com- 
prising all of its utility assets located 
in the states of Mississippi, Alabama, 
Florida, Georgia, and South Carolina ; 

(b) The divestment of control by 
the Commonwealth & Southern Cor- 
poration of all of the utility assets 
owned by Central Illinois Light Com- 
pany and of the utility assets compris- 
ing the interconnected electric facilities 
owned by Ohio Edison Company and 
Pennsylvania Power Company ; 

(c) The divestment of control by 
the Commonwealth & Southern Cor- 
poration, if, pursuant to Clause (1) of 
paragraph (a) above, it divests itself 
of its Northern properties, also of ei- 
ther: 

(1) the utility assets owned by Ala- 
bama Power Company, Mississippi 
Power Company, and Gulf Power 
Company ; or 

(2) the utility assets owned by 
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Georgia Power Company and South 
Carolina Power Company. 

5. At such time consideration will 
also be given, and respondents and all 
other parties in interest shall have an 
opportunity to be heard, with respect 
to the time and manner for disposition 
of any other issues presented in these 
proceedings. 

It is further ordered that the secre- 
tary of the Commission shall serve no- 
tice of the said reconvened hearing by 
mailing a copy of this order, to- 
gether with a copy of said report of the 
Public Utilities Division dated March 
10, 1941, by registered mail to the 
Commonwealth & Southern Corpora- 
tion, to each of the attorneys of record 
herein and to each of the interveners 
herein, and that notice of the reconven- 
ing of said hearing is hereby given to 
the said respondents and interveners 
and to all other persons, including the 
security holders and consumers of the 
said respondents, to all states, munici- 
palities and political subdivisions of 
states within which are located any of 
the utility assets of any of the compa- 


nies of the Commonwealth & Southern 
Corporation holding company system, 
or under the laws of which any of the 
respondents are incorporated, to all 
state Commissions, state securities 
commissions, and all agencies, authori- 
ties, or instrumentalities of one or 
more states, municipalities, or other 
political subdivisions having jurisdic- 
tion over any of the businesses, affairs, 
or operations of any of them, such no- 
tice to be given by publication of this 
order in the Federal Register and by 
publication of this order as a general 
release, distributed to the press and 
mailed to the mailing list of releases 
issued under the Public Utility Hold- 
ing Company Act of 1935. 

It is further ordered that jurisdic- 
tion be and is hereby reserved to sepa- 
rate, either for hearing, in whole or 
in part, or for disposition, in whole or 
in part, any of the issues or questions 
which may arise in these proceedings, 
and to take such other action as may 
appear conducive to an orderly and eco- 
nomic disposition of the issues in- 
volved. 
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Jersey Central Power & Light Company 


Uv 


Tri-County Rural Electric Company, 
Incorporated 


Public utilities, § 58 — Codperative association — Public interest — Borrowing 


of public funds. 


1. The power of a codperative association furnishing electric light, heat, 
and power service to borrow from and to issue evidences of indebtedness 
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to the general public, involves a public interest so as to bring such company 
within the purview of the Public Utility Act and consequent jurisdiction 
of the Commission, p. 52. 


Public utilities, § 58 — Codéperative association — Public interest — Financial 
stability. 
2. The financial stability of a codperative association that enters upon and 
gains privileges in the public highways involves a public interest bringing 
the association within the scope of the Public Utility Act and consequent 
jurisdiction of the Commission, since such stability relates to its ability to 
maintain its structures thereon in safe and proper conditions, p. 52. 


Public utilities, § 58 — Codéperative associations — Service to bodies politic — 
Public interest. 

3. There is a public interest in the rates charged to and paid by bodies 
politic served by a cooperative electric association so as to bring the com- 
pany within the scope of the Public Utility Act and consequent jurisdiction 
of the Commission, p. 52. 

Public utilities, § 14 — What constitutes — Public interest in service. 
4. The statute providing that it shall be unlawful for an electric company 
to refuse to serve customers unless they are indebted to the company rec- 
ognizes a public interest in the supply of electric energy by such a compa- 
ny, p. 53 

Public utilities, § 48 — Tests of status — Poles and wires — Public interest. 
5. The entry by an electric codperative association upon the public high- 
ways and places to erect poles and structures involves the acquisition of 
special privileges in the grant of which there is a public interest, p. 53. 


Public utilities, § 14 — Tests of status — Maintenance of property and equip- 
ment — Public interest — Statutory regulation. 

6. There is a public interest in the safe service and in the maintenance 

of property and equipment in condition to perform such service as required 
of electric companies by the Public Utility Act, p. 54. 


Mutual companies, § 2 — Jurisdiction of Commission — Construction. 
7. The Board of Public Utility Commissioners has jurisdiction and regu- 
latory control sufficient to prevent a cooperative association from entering 
upon service anywhere in the state, irrespective of whether the area to be 
served is adequately and properly served by an existing company, p. 55. 

Monopoly and competition, § 2 — Statutory regulation — Adequacy of existing 

service. 

8. The Public Utility Act gives effect to the rule that where a public utility 
is serving an area or is ready and willing to serve an adjoining area with 
safe, adequate, and proper service at just and reasonable rates another pub- 
lic utility should not be permitted to enter such area, p. 55. 

Public utilities, § 12 — Public use — Legislative intent. 
9. The Public Utility Act was designed to set up a broad and inclusive 
scheme of regulation and the words “public use” were used to exclude 
only operations that were wholly private; operations in which no public 
interest was involved, p. 55. 

Statutes, § 11 — Public Utility Act — Construction. 
10. The Public Utility Act is a remedial act and should be liberally con- 
strued in the protection of the public interest, p. 55. 

[4] 49 38 PUR(NS) 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Commissions, § 28 — Jurisdiction — Legal questions — Codperative associations 


— Creation. 


11. Whether a codperative association furnishing electric light, heat, and 
power service is properly organized under the statute relating to “Corpora- 
tions, General” and whether it has properly acquired under that act the 
right to erect poles upon the public highways and places is a purely judicial 
question and cannot be decided by the Commission, p. 56. 


Public utilities, § 22 — Franchises — Cooperative associations — Acceptance of 


privileges. 


12. The acceptance by a cooperative association, furnishing electric sery- 
ice, of special franchises and privileges enabling it to enter upon and locate 
poles and wires upon and along the public highways involves recognition 
of the fact that it operates its equipment for public use in the conduct of 
a business that is of a public character, p. 58. 


Public utilities, § 58 — Codperative associations — Service to bodies politic — 


Commission jurisdiction. 


13. A cooperative association furnishing electric service must, in serving 
religious membership corporations, be regarded as serving them as con- 
sumers, and thereby engaged in rendering service “to and for the public” 
and operating for public use so as to bring it within the purview of the 
Public Utility Act, and the consequent jurisdiction of the Board, p. 59. 


Public utilities, § 14 — Acceptance of Federal funds — Commission jurisdiction 


— Codoperative associations. 


14. The grant to, and acceptance by, a codperative association furnishing 
electric service, of loans of Federal funds, indicate that the association 
operates “for public use” so as to bring it within the purview of the Public 
Utility Act and the consequent jurisdiction of the Board, p. 59. 


[February 6, 1941.] 


EARING and order requiring codperative association to show 
H cause why it should not be enjoined from serving certain 
area; motion to dismiss for want of jurisdiction denied. 


APPEARANCES: Joseph F. Auten- 
rieth, for Jersey Central Power & 
Light Company; Herman H. Anek- 
stein, Marvin F. Hartung, and Edith 
Hertz, for Tri-County Rural Electric 
Company, Inc. 


By the CoMMISSION : 


Preliminary 
The Jersey Central Power & Light 
Company, hereafter referred to as the 
Jersey Central Company, is a public 
utility of this state as defined by the 
38 PUR(NS) 


statutes of this state (Rev Stats 48: 2- 
13). Incorporated under the laws of 
this state, it is a corporation operating, 
managing, and controlling within this 
state an electric light plant for public 
use, under privileges granted by this 
state. It is subject to, recognizes and 
acts under, the regulatory jurisdiction 
of the Board. 

The Jersey Central Company filed 
its petition with this Board invoking 
as against Tri-County Rural Electric 
Company, Inc., hereafter referred to 
as Tri-County Company, the power 
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vested in this Board by Rev Stats 
48: 7-5. 

The statutory provision so invoked 
is as follows: 

“Determination of disputes as to 
territories served. The Board of Pub- 
lic Utility Commissioners shall have 
power, after hearing upon notice, to 
determine between public utilities sup- 
plying electric light, heat, or power, 
questions in dispute as to territories 
to be served. Pending the hearing the 
Board may enjoin the construction of 
facilities for such supply. 

“Upon finding and determination 
that the construction 1s not necessary 
and proper for the public convenience 
and will not properly conserve the pub- 
lic interest, the Board may issue orders 
prohibiting it.” 

The petition of the Jersey Central 
Company, among other things, alleged 
the Tri-County Company to be a pub- 
lic utility as defined by Rev Stats 48: 
2-13; that Jersey Central was and for 
many years had been serving consum- 
ers residents in “Browns Mills’’; that 
it was preparing on applications made 
to it to furnish service to residences on 
Hydranga street and Laurel avenue in 
Browns Mills and that Tri-County 
Company was “invading” this terri- 
tory. 

The petition prayed that an order 
be made “fixing a day for hearing, and 
requiring the Tri-County Rural Elec- 
tric Company, Inc., to show cause 

why it should not be enjoined 
and restrained from entering the ter- 
titory of Browns Mills . . . and 
that its territorial rights as to service 
and distribution to the public of the 
supply of light, heat, and power in the 
township of Pemberton in which 
Browns Mills is located be fixed and 


determined as between it and the Tri- 
County Rural Electric Company, Inc.” 

The petition prayed a stay of con- 
struction of facilities by Tri-County 
Company pending hearing and deter- 
mination. 

This Board, on the filing of the peti- 
tion, issued an order to show cause and 
a temporary stay. The Tri-County 
Company filed a special appearance 
and a motion to vacate the Board’s 
order and to dismiss the petition of 
the Jersey Central Company for lack 
of jurisdiction over the subject mat- 
ter of the petition and over the Tri- 
County Company and filed an answer 
reserving such special appearance. 

Testimony was taken. The motion 
of the Tri-County Company to dismiss 
the petition of the Jersey Central Com- 
pany for want of jurisdiction and the 
issue on the merits were taken into 
conference by this Board. 


I 


This Board proceeds first to con- 
sider the Tri-County Company’s spe- 
cial appearance and its motion to dis- 
miss the petition of the Jersey Central 
Company for want of jurisdiction. 


The special appearance and motion 
of the Tri-County Company are based 
upon the ground— 

(a) That the jurisdiction of the 
Board extends only to (Rev Stats 
48: 2-13) a corporation “that now or 
hereafter may own, operate, manage, 
or control within this state any ; 
electric light, heat, (or) power system, 
plant, or equipment for public use, 
under privileges granted or hereafter 
to be granted by this state, or by any 
political subdivision thereof, and that 
while the Tri-County Company is in- 
corporated under the laws of this state 
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and owns, operates, manages, and con- 
trols within this state an electric light, 
etc., system, plant, or equipment under 
privileges granted by the state or politi- 
cal subdivisions thereof,” it does not 
own or operate the same “for public 
use’ and is therefore not subject to the 
jurisdiction of this Board, and 

(b) That (Rev Stats 48: 7-5) the 
section of the Public Utility Act on 
which the petition of the Jersey Cen- 
tral Company rests only confers upon 
this Board jurisdiction to settle terri- 
torial disputes between public utilities ; 
and that since the Tri-County Com- 
pany is not a public utility because it 
does not operate for “public use,” this 
Board is without jurisdiction over the 
Tri-County Company, and over the 
subject of the petition and this Board 
therefore is without jurisdiction to en- 
tertain the petition and to grant the 
relief thereby prayed. 

[1-3] This Board has considered 
the record and the comprehensive 
briefs filed by the parties. On such 
consideration this Board has reached 
the conclusion that the Tri-County 
Company is a “public utility” under 
the jurisdiction of this Board and that 
the Board has jurisdiction to entertain 
and act upon the petition. herein and 
the issues raised thereby. The reasons 
for this conclusion may be briefly stat- 
ed. 

The Tri-County Company is a cor- 
poration of this state and operates, 
manages, and controls an electric light, 
heat, and power system, plant, and 
_ equipment. In such operation it ex- 
ercises special privileges in and over 
the public highways. So much is ad- 
mitted by the Tri-County Company. 
The company nevertheless insists that 
it is not a “public utility,” subject to 
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the jurisdiction of this Board because 
its plant, system, and equipment is not 
owned, operated, managed, or con- 
trolled “for public use.” 

The question raised is one of stat- 
utory construction—of the legislative 
intent with which the words “for pub- 
lic use” were used. In such construc- 
tion the consequences of adopting 
the construction for which the Tri- 
County Company contends must be 
taken into account. 

The Tri-County Company claims 
that because its capital stock is not 
offered to the public generally and the 
issue and holding thereof is limited to 
members, there is no “public interest” 
in the issuance thereof and that there- 
fore it does not fall within the regula- 
tory policy declared by the Public Util- 
ity Act. 

This claim overlooks the fact that 
the company is, under the act under 
which it is organized, empowered to 
borrow money and issue bonds, and 
other evidences of indebtedness and 
that neither the act under which it is 
organized, nor its certificate of incor- 
poration, nor its by-laws restrict it to 
borrowing from members or to the is- 
suance of its bonds and other evidences 
of indebtedness to members. This 
power of public borrowing and public 
issuance of evidences of indebtedness, 
involves a “‘public interest.” 

The Public Utility Act (Rev Stats 
48: 3-9) not only prohibits the issue 
of any stocks or stock certificates with- 
out first obtaining the authority of 
this Board but imposes like require- 
ments of authorization upon issuance 
of bonds or other evidences of indebt- 
edness payable in more than one year 
from the date thereof. The authoriza- 
tion by this Board is made to depend 
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upon its determination that the pro- 
posed issue is in accordance with law 
and its approval of the purpose. 

If the contention of the Tri-County 
Company is sustained, that company 
escapes the application of this provi- 
sion. Further, there is a “public in- 
terest” in the financial stability of a 
utility that enters upon and gains priv- 
ileges in the public highways as such 
stability relates to its ability to main- 
tain its structures thereon and there- 
over in safe and proper condition; yet 
if the company’s position is sustained, 
the administrative rules to which a 
public utility is subject requiring a 
proper relation between its capital 
stock and bonds and the statutory re- 
quirement of maintenance of an ade- 
quate depreciation reserve, would be 
wholly inapplicable. 

The Tri-County Company claims 
that because the service rendered by 
it is limited to, and its rates are fixed 
by, its “members” there is no public 
interest in its service or its rates and 
therefore reason for state regulation 
does not exist. 

This claim overlooks the fact that 
the company holds itself out to render 
service, and does render service, to 
bodies politic that by the Constitution 
of this state are prohibited from be- 
coming members of the corporation 
through, directly or indirectly, owning 
or holding stock therein—a matter 
hereafter specifically commented upon. 
The by-laws of the company provide 
contrary to such Constitution, that any 
firm, corporation, or body politic may 
become a member in the company by 
becoming the owner of one share of 
the capital stock of the company. 

There is a public interest in the rates 


exacted from and paid by the bodies 
politic of this state. 

[4, 5] The claim also overlooks the 
fact that the company is by its certifi- 
cate of incorporation empowered “to 
exercise any of its powers anywhere” 
and to conduct “its business in all its 
branches” in any state, territory, or 
colony of the United States, and in any 
foreign country and place and that 
Rev Stats 40:173-1-3 relating to 
“Cities Generally,” provides that un- 
der the conditions there laid down it 
shall be unlawful for any person, real 
or artificial, engaged in the business of 
furnishing electricity for light, heat, or 
power purposes to refuse to supply 
electric current for such purposes pro- 
vided that no corporation, firm, or in- 
dividual supplying electrical energy 
shall be compelled to extend its lines or 
wires more than 250 feet to connect 
such building unless this Board orders 
such extension; and provided further, 
that no corporation, firm, or individu- 
al shall be obliged to supply service to 
any person, persons, or corporation at 
the time indebted to the corporation, 
firm, or individual from which such 
service connection is sought. This 
statute recognizes a public interest in 
the supply of electric energy by any 
“corporation, firm, or individual.” The 
Tri-County enters upon public high- 
ways and places and erects poles and 
other structures thereon. This in- 
volves the acquirement of special privi- 
leges in these highways and _ places. 
There is a public interest in the grant 
and acquirement of such public privi- 
leges. 

If the position of the company is 
sustained the provision of the Public 
Utility Act requiring the approval of 
this Board to the effectiveness and 
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validity of any grant of a privilege or 
franchise is not applicable to it. 

[6] The Public Utility Act requires 
everyone coming within its provisions 
to furnish safe, adequate, and proper 
service and to maintain its property 
and equipment in condition to perform 
such service. 

In safe service and in the mainte- 
nance of property and equipment in 
condition to perform safe service there 
is a public interest. Especially is this 
so where property and equipment oc- 
cupy public highways and public places. 

If the position of the company is 
sustained, it wholly escapes the appli- 
cation of these provisions as to safe 
service and the maintenance of proper- 
ty and equipment to perform such 
service. 

The company claims the right to 
carry its wires over and across the 
wires of the Jersey Central Company 


on public highways and public places. 
Although the company’s equipment so 


located may in its construction or 
maintenance place the equipment of 
the Jersey Central Company in jeop- 
ardy, and although that latter company 
is under statutory mandate to maintain 
its equipment in condition to furnish 
safe service and this Board is under 
duty to enforce that mandate, it is 
nevertheless the claim of the Tri- 
County Company that this Board is 
without power to protect the property 
and equipment of the Jersey Central 
Company against such construction by 
the Tri-County Company though it en- 
dangers the construction of the Jersey 
Central Company and puts in jeopardy 
its ability to furnish safe service and 
to maintain its property and equipment 
in condition to render such service. 
The Tri-County Company claims 
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that it has the power, though disclaim- 
ing its exercise, arbitrarily and at the 
will of its directors and members to 
grant its service to one and deny. its 
service to another similarly situated 
and circumstanced through the grant 
of membership to the one and its denial 
to the other. 

The general policy of the state is 
clear. The Public Utility Act pro- 
hibits unjust or unreasonable discrim- 
ination. Clearly, this prohibition rests 
upon public interest. If the claim of 
the Tri-County Company is sustained 
this fundamental prohibition is inap- 
plicable to it. 

Grants of gratuities, preferences, 
and discriminations to public officials 
are prohibited by the Public Utility 
Act. This prohibition voices a public 
interest. Ifthe claim of the Tri-Coun- 
ty Company is sustained it is not sub- 
ject to this prohibition. 

The claim of the Tri-County Com- 
pany is that it is empowered to ren- 
der its service anywhere within the 
state without obtaining the approval 
of this Board. This claim serves to in- 
dicate, if granted, to what extent the 
fixed policy of the state would be un- 
dermined. 

Even a municipality under the stat- 
utes, owning and operating a plant for 
supplying light, heat, and power may 
not enter into a contract with an ad- 
joining municipality to furnish such 
supply for “public or private use” 
without the approval of this Board; 
and may not furnish such service to 
the inhabitants of such adjoining mu- 
nicipality for public or private use, 
though such adjoining municipality 
assents, without this Board’s approval. 
A municipality so serving an adjoining 
municipality is as to such service de- 
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clared to be a public utility subject in 
full to the jurisdiction of this Board. 
Such approval of this Board depends 
upon a determination that such adjoin- 
ing municipality is not “adequately and 
properly served by an existing compa- 
ny.” These provisions extend to serv- 
ice beyond the municipality’s limits to 
a county in which it is situate. 

[7] It is far-fetched in the extreme 
in the light of these statutory provi- 
sions to claim, as Tri-County Com- 
pany claims, that a corporation organ- 
ized as it is, may enter upon service 
anywhere irrespective of whether the 
area to be served is “adequately” and 
properly served by an existing com- 
pany, and that the regulatory body set 
up by the state is wholly without juris- 
diction or regulatory control. (Rev 
Stats 40 : 62-12-25.) 

[8-10] The Tri-County Company 
claims that it may without the restraint 
of requirement of approval by this 
Board, enter any area within this state 
in the conduct of its business irrespec- 
tive of whether or not such area is ade- 
quately and properly served by an ex- 
isting company and that so entering 
it may arbitrarily serve one and deny 
service to another like circumstanced 
at will, and may arbitrarily deny ex- 
tensions of service within such area. 

This claim sounds strange when it is 
borne in mind that a municipality en- 
tering an adjoining municipality with 
the consent of such municipality must 
obtain the approval of this Board and 
entering must render its service with- 
out unjust or unreasonable discrim- 
ination and must when reasonably re- 
quired extend its service facilities. 

So, too, the Tri-County Company 
claims not to be subject to the require- 
ments of accounting and report im- 
posed by the Public Utility Act. Yet 


that requirement has in view compre- 
hensive comparative statistics. The 
requirement is specifically imposed up- 
on municipalities. If a company, or- 
ganized as Tri-County is, is not subject 
to these requirements, the statistics of 
operation in supplying electric energy 
will not be comprehensive and the basis 
of comparison will be incomplete. 

The act upon which the petition here 
is based, above quoted, gives effect to 
the rule that where a public utility is 
serving.an area, or is ready and willing 
to serve an adjoining area, with safe, 
adequate, and proper service at just 
and reasonable rates, another public 
utility should not be permitted to enter 
such area. 

Yet the claim of the Tri-County 
Company is that while the statute af- 
fords such protection to the one regu- 
lated public utility as against the other 
regulated public utility, the one is not 
afforded such protection as against a 
corporation organized as Tri-County 
Company is though furnishing a like 
competing utility service. 

If protection is required as against 
a regulated public utility it is the more 
required as against unregulated utility 
service. This Board therefore con- 
cludes that the Public Utility Act was 
designed by the legislature to set up a 
broad and inclusive scheme of regula- 
tion and that the words for “public 
use” were employed to exclude only 
operations that were wholly private; 
operations in which no public interest 
was involved as where a corporation 
engaged in business generated electric- 
ity for its own use and supplied such 
energy to its tenants. 

Any other construction of the words 
“for public use’’ would open an easy 
way to wholly destroy the regulatory 
purpose of the Public Utility Act. 
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The Public Utility Act is a remedial 
act and should be liberally construed in 
protection of the public interest it was 
enacted to conserve, and to further the 
preventing of the evils which it was de- 
signed to end. 
II 

[11] Even though a narrower con- 
struction of the words “for public 
use” in the Public Utility Act, is adopt- 
ed, the record establishes that the Tri- 
County Company operates “for public 


In the organization of the Tri-Coun- 
ty Company there was studied effort 
to acquire the powers and privileges of 
a “public utility” and at the same time 
avoid the prohibitions, restrictions, 
and regulations to which a “public 
utility’ is by legislative enactments 
subjected. 

The company by its certificate of in- 
corporation declares that ‘“‘the business 
of this corporation shall not be operat- 
ed for profit to this corporation or its 
shareholders.” 

Yet the incorporation was not ef- 
fected under the act relating to “Cor- 
porationsand associations not for prof- 
it” (Rev Stats 15: 1-3) under which a 
corporation may be formed “for any 
lawful purpose other than for pecuni- 
ary profit.” 

The reason for this course is clear. 
A corporation organized under that 
act would not be entitled to the privi- 
lege granted by Rev Stats 48: 7-1 to 
erect poles upon public highways, 
streets, and alleys since such privilege 
is confined to “any corporation organ- 
ized or to be organized under Rev 
Stats Title 14, ‘Corporations, Gen- 
eral.’ ” 

The first of these acts is a member- 
ship corporation act; the latter a stock 
corporation act. 
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Corporations and associations not 
for profit and without capital stock are 
limited to organization under the act 
providing for corporations and as- 
sociations not for profit. Those who 
organized the Tri-County Company 
attempted to give to the corporation 
all the characteristics of a membership 
corporate and yet gain for it privileges 
in the public highways under the stock 
corporation (Rev Stats Title 14, “Cor- 
porations, General’) by providing for 
“capital stock.” 

Examination of the certificate of in- 
corporation evidences that the so- 
called “capital stock” and the “stock 
certificates” are in substance mere in- 
dicia and certificates of “membership.” 

The by-laws recite: “The term 
‘member’ as used in these by-laws shall 
have the same meaning as the term 
‘stockholder’ as used in the act under 
which the company is incorporated. 
The terms ‘member,’ membership, and 
stockholder are used in these by-laws 
interchangeably, a membership neces- 
sarily being dependent on the owner- 
ship of a share of stock and each stock- 
holder of necessity being a member.” 

The certificate of incorporation pro- 
vides that “Any person may become a 
shareholder of the corporation by be- 
coming the owner of at least one share 
of its capital stock and by: (1) _ pay- 
ing in full the sum of $5 for each share 
purchased; (2) agreeing to purchase 
from the corporation the amount of 
electric energy hereinafter specified in 
subdivision (c) hereof; and agreeing 
to comply with and become bound by 
this Certificate of Incorporation and 
the by-laws of this corporation and any 
amendments thereto and such rules and 
regulations as may from time to time 
be adopted by the board of directors 
of this corporation.” 
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It provides further that ‘No share- 
holder shall own more than one share 
of stock, and each member shall be en- 
titled to one vote and no more.” 

It further provides that no person, 
except the incorporators, or any per- 
son accepted for membership by the 
shareholders at any meeting thereof, 
shall become a member unless he has 
been accepted for membership by the 
affirmative vote of a majority of the 
members of the board of directors. 

The position of a shareholder is ex- 
actly what it would have been as a 
member had no provision been made 
for the issue of stock. 

The certificate of incorporation then 
proceeds to take from the shares the 
characteristics of property. It re- 
quires a shareholder desiring to sell 
his share to first offer the same to the 
corporation, the corporation reserving 
the exclusive right and option to pur- 
chase at $5 per share within thirty days 
after such offer. If the reserved right 
and option of the corporation is not ex- 
ercised, the shareholder shall be free 
to make any other sale “provided, how- 
ever, that no shares of the capital stock 
of this corporation shall be transferred 
to any person unless such person is 
eligible for membership and becomes a 
shareholder and member . . . pur- 
suant and subject to the provisions of 
this Certificate of Incorporation and 
the by-laws of this corporation.” 

The by-laws further take from the 
shares the characteristics of property 
by providing that “any member who 
knowingly, intentionally or repeatedly 
violates the provisions of the certifi- 
cate of incorporation or the by-laws 
or any of the rules and regulations 

may be required by the Board 
of Directors to forfeit his stock, in 
which case the company shall refund 


to such member the purchase price of 
such share” and that from and after 
the declaration of such forfeiture all 
rights, privileges, and benefits of the 
member shall cease and terminate.” 

These considerations raise the ques- 
tion whether Tri-County Company is 
properly organized under ‘“Corpora- 
tions, General” and whether it has 
properly acquired under that act the 
right to erect poles, etc., upon the pub- 
lic highways and places. 

We do not conceive it to be our 
function to determine this question. 
It is a purely judicial question. 

We call attention to it, however, be- 
cause of a suggestion hereafter made 
as to enactment of legislation specially 
providing for the organization of 
Rural Electrification Companies. 

The certificate of incorporation of 
the Tri-County Company provides 
that “this corporation shall render no 
service to or for the public,” and 
among the objects of the corporation 
sets out that it is formed “to generate, 
manufacture, purchase, acquire, and 
accumulate electric energy for its 
shareholders and to transmit, furnish, 
sell, and dispose of such electric energy 
to its shareholders only.” 

The claim is that by force of these 
restrictive words the Tri-County Com- 
pany does not own, operate, or control 
“for public use’’; that it is therefore 
not a “public utility” and is not subject 
to the jurisdiction of this Board. 

If, however, the Tri-County Com- 
pany in fact operates “for public use,” 
it is a public utility within the defini- 
tion of the Public Utility Act, and is 
subject to the jurisdiction of this 
Board. 

The facts of operation, not mere 
words, determine whether operation is 
or is not for public use. 
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The Tri-County Company accord- 
ing to the record holds itself out as 
ready to serve all in the area of its serv- 
ice on compliance with the conditions 
of stockholding and membership be- 
fore discussed. 

While it claims the power to deny 
service at the will of its members to 
anyone within the area of service 
ready to comply with the stockholding 
and membership requirements, that 
power has at no time been exercised. 

The testimony of the President of 
Tri-County was to the following ef- 
fect : 


Q. Now before prospective mem- 
bers are voted in what considerations 
would come up before the proposed 
member would be taken in? ; 

A. That he was within 1,000 feet 
of our existing line; that he was a 
party using electricity, making no dif- 
ference whether he was the owner or 
the tenant; the man using the electric- 
ity was to pay for the share and be the 
stockholder, and as long as he was will- 
ing to wire the house, or the house was 
to be wired, and take energy and com- 
ply with our rules and regulations, zt 
was just aroutine matter of taking him 
in as one of the members. (198) 


And again on page 199: 

Q. Would you refuse membership 
to anyone because you didn’t, for ex- 
ample, like his looks or his hair or his 
manner of walking or any such point? 


A. None whatever. That is no rea- 
son; as long as he meets the require- 
ments of the company he should get 
Service. 

And again (217): 

Q. You say that it wasn’t your poli- 
cy to turn down anybody who wasn’t 
within 1,000 feet of an existing line; 
is that correct ? 
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A. Of our existing line. 

Q. Of your existing line? 

@. Fare ys. 

(220) Q. So that that is your pur- 
pose to serve everybody in Brown’s 
Mills who is more than 300 feet away 
from our Jersey Central’s lines. 

A. Yes sir. 


How informal and routine a matter 
taking one into membership is, is in- 
dicated further by the testimony 
(205): @Q. According to the minute 
book you did not have any meeting to 
elect any stockholders between 
February 10 and June 9, 1939. 

A. There were several meetings in 
between there. 

Q. Yes, but your records show that 
no stockholders were elected at those 
meetings. 

A. Nostock certificates were issued, 
but the boys had a policy of, when the 
superintendent would say he had so 
many new applications along the line, 
how about them; all right, here is the 
list, look at the list, and how about it, 
boys, it is ok; give them energy. 


So there were members of the cor- 
poration without any record of their 
acceptance for membership until an 
order was ultimately made to issue the 
stock certificates to them, and without 
such record of acceptance energy was 
furnished them. 

[12] Tri-County Company has, as 
by the act under which it is organized 
it is empowered to do, entered upon 
and located poles and wires upon, with- 
in, and along public highways. This 
grant of power so availed of has re- 
sulted in the acquirement by Tri-Coun- 
ty Company of special franchises and 
special privileges, which constitute 
property. The creation of such spe- 
cial franchises or special privileges in 
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the public highway can only be jus- 
tified where the business conducted by 
means thereof is public in character. 
The acceptance of such special fran- 
chise and special privileges by Tri- 
County involves recognition of the fact 
that it operates its equipment for pub- 
lic use in the conduct of a business that 
is of public character. 

Tri-County Company does, accord- 
ing to the record, render service “to or 
for the public.” It does then operate 
“for public use.” It renders service 
to the Hillsboro school in Madison 
township. A certificate for a share of 
capital stock was issued to “Hillsboro 
school” and delivered to Madison 
township board of education. 

Counsel for Tri-County Company 
admitted that in this the company was 
serving a body politic, “Madison 
township,’ that is, the Hillsboro 
school, the Madison township board of 
education. 

Where the authority of Madison 
township, or the board of education of 
Madison township, to embark with 
others upon “‘consumer ownership” or 
a cooperative venture does not appear. 

What does appear is that the Consti- 
tution of the state, Art. 1, Par. 19, 
provides : 

“No county, city, borough, town, 
township, or village shall hereafter 
give any money or property, or loan 
its money or credit, to or in aid of any 
individual, association or corporation, 
or become security for, or be directly 
or indirectly the owner of, any stock 
or bonds of any association or corpora- 
tion.” 

[13] So, too, Tri-County Company 
according to the record renders service 
to two religious membership corpora- 
tions. 

We have not been pointed to any 


statute granting authority to such a 
corporation to enter into membership 
in another corporation and so venture 
in common with others on a consum- 
er-ownership or coOperative business 
enterprise. 

In the absence of a statute granting 
such authority Tri-County Company 
must in serving these religious mem- 
bership corporations be regarded as 
serving them as consumers and thereby 
engaged in rendering service “to and 
for the public” and operating for pub- 
lic use. 

[14] The grant to, and acceptance 
by, Tri-County Company of loans of 
Federal funds indicates that the com- 
pany operates “for public use.” 

This Board agrees with the West 
Virginia Public Service Commission 
(Re Harrison Rural Electrification 
Asso. [1938] 24 PUR(NS) 7, 11 et 
seq.) which, confronted by similar 
claims, said, at pp. 12, 13: “Since 
the loan is from public funds, ‘persons 
in rural areas’ for whose benefit it is 
made must mean ‘all’ such persons in 
each such area capable and desirous 
of receiving such benefit, situated so 
as to be practically susceptible of re- 
ceiving the electric service. We do 
not feel Congress intended public mon- 
eys to be advanced for the benefit of a 
person or class only of the people of an 
area and denied to others within the 
area willing and able to receive it. Such 
funds were evidently intended for all 
members of the public in the area to be 
served, and it would be contrary to the 
legislative intent that membership in 
this codperative association should be 
exclusive and __ self-determinative. 
Membership in the association has 
been actively solicited and no applica- 
tion has been refused. Lines are to 
be constructed on and across public 
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roads. Membership in the association 
and the electric service to be secured 
through it is of public consequence, 
affecting the communities and the resi- 
dents of the area at large. Since 
Federal funds are not to be advanced 
for purely private purposes, it follows 
from the foregoing considerations that 
the applicant’s project must be for the 
purpose of serving the public generally 
in the territory where constructed, and 
that it will render a public service. In 
other words, it will be a utility with 
its service available to all the local in- 
habitants.” 

These considerations lead us to con- 
clude that Tri-County Company does 
render service “to and for the public” 
and does “operate for public use,”’ and 
is subject to the jurisdiction of this 
Board even though the words “for 
public use” be given a more restricted 
content than this Board has above con- 
cluded they should be given. 

This Board, therefore, denies the 
motion of the Tri-County Company 
to dismiss this proceeding for want of 
jurisdiction. 

There would ordinarily be little diffi- 
culty in reaching a conclusion on the 
merits of this controversy. 

The Jersey Central Company has 
for many years been serving, among 
other territories, part of Browns Mills, 
and acquired as early as 1918 all of 
the Browns Mills Electric Light and 
Power Company property, including 
all its right to construct, maintain, and 
operate overhead and underground 
systems for distributing and trans- 
mitting electric current in Browns 
Mills, and all franchises, permits, ordi- 
nances, and licenses. The area in con- 
troversy is contiguous and tributary to 
that now served by the Jersey Central 
Company. 
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Neither Tri-County Company nor 
Jersey Central is now serving the area 
in controversy. 

Each had begun preparation to serve 
such area. 

It is not necessary to determine 
which of the two companies first began 
to prepare to serve such area. 

The area in controversy is, as above 
noted, within the franchise area of the 
Jersey Central Company. It is im- 
mediately contiguous to the area 
served by that company. It is miles 
from any area served by the Tri-Coun- 
ty Company. The Jersey Central 
Company was, therefore, entitled, 
under principles laid down by this 
Board in prior proceedings, to prefer- 
ence in the area. That company staked 
its lines in the area and adopted work- 
ing orders for construction. Under 
these circumstances that company hav- 
ing voluntarily embarked upon exten- 
sion of its services into the area could 
not exact of those served through such 
extensions, extra charges for such ex- 
tensions and will be obligated to serve 
them at its filed schedule rates. In this 
situation it would ordinarily follow 
that the Jersey Central should be pro- 
tected as against the entry by another 
company into the area. 

However, Tri-County Company 
was actually serving a rural area miles 
distant. It projected the extension of 
its lines to Browns Mills, on the urg- 
ing of a land company engaged in 
building up a seasonal development 
there to furnish service in the area in 
dispute. It was preparing to serve 
Lemontown, a rural community in a 
rural area, through what was known 
as the Pointville-Lemontown spur. 
It had constructed about 7} miles 
of line for the service of Lemon- 
town. Part of this construction was 
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over “what was then Fort Dix,” 
through Pointville, “not serving any- 
body in Pointville then down to 
Lemontown.” Part of this construc- 
tion was on private right of way over 
lands later acquired by the govern- 
ment. Tri-County Company after the 
completion of this construction and be- 
fore service was actually rendered was 
required by the government to remove 
its lines from the area so acquired by 
the government. The result was to 
leave the line of Tri-County Company 
through Pointville into Lemontown 
“without’ any connection to the dis- 
tribution system of Tri-County which 
was feeding it before.” Tri-Coun- 
ty was then left “with 73 miles out 
on a limb”; that 74 miles of line 
is without any connection to any other 
part of the Tri-County system. To 
correct this situation Tri-County pre- 
pared to carry its lines from the “ter- 
mination of (its) facilities at Boyd’s 
hotel go west in and about 
State Highway 40, across Whites Bog, 
through Browns Mills where a right 
of way area has been cut; then across 
the Browns Mills area, and then on 
private right of way into the Pointville 
or Lemontown spur. This will require 
the building of approximately 10 miles 
of lines without regard to any members 
thereon in order to furnish the Lemon- 
town service. 

There is testimony that it will not be 
financially feasible to so serve Lemon- 
town, except as Tri-County Company 
is able to serve on Hydranga street and 
Laurel avenue, the area in Browns 
Mills here in controversy. Tri-Coun- 
ty Company assumed that it was not a 
public utility; and that it was entitled 
to serve in the disputed area. It rest- 
ed its assumption in part upon its con- 
struction of a contract between it and 


Jersey Central Company for division 
of territory, which contract was am- 
biguous. It failed to recognize that 
Jersey Central Company as a public 
utility company could not effectively 
agree with another public utility com- 
pany (much less with a company 
claiming not to be a public utility), not 
to further extend into its franchise ter- 
ritory and to restrict and limit its ob- 
ligation to serve. 


The fact that 74 miles of the Tri- 
County lines “are out on a limb” and 
that the investment therein is in jeop- 
ardy and that the people of Lemon- 
town cannot be served as originally 
planned is in no wise the fault of the 
Tri-County Company. It is the con- 
sequence of a step in the National De- 
fense Program. 

As previously noted, this Board 
would not ordinarily reach the conclu- 
sion which it has in this case. It 
reaches its conclusions for the reasons 
above noted and for the further reason 
that Tri-County, whether rightfully or 
not, assumed itself not to be a public 
utility and we feel that public interest 
in this case would not be served by 
jeopardizing the investment already 
made by Tri-County out of govern- 
ment funds, but rather requires such 
investment should if reasonably pos- 
sible be conserved. 

Under these circumstances it seems 
equitable because Jersey Central Com- 
pany did not until recently manifest 
any desire voluntarily to enter upon 
serving in the Browns Mills disputed 
area and has made no special invest- 
ment to that end, that Tri-County 
Company should be permitted to serve 
so much of the Browns Mills area not 
now served by Jersey Central Compa- 
ny as will make financially feasible its 

38 PUR(NS) 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


now projected line of service to 
Lemontown. 

To that end the Board finds and de- 
termines: that the Tri-County Elec- 
tric Company may make its connection 
for energizing service to Lemontown 
in the following manner : 

Beginning at Boyd’s hotel, thence 
running in a northwesterly direction to 
a point opposite Hanover boulevard in 
Browns Mills, as shown on Exhibit 
P-2, and continuing westerly along 
Hanover boulevard to the intersection 
of Hanover boulevard with Barclay 
street, thence southerly along Barclay 
street and Hydranga street to a point 
300 feet north of Lake Shore drive, 
and within 300 feet either side of Hy- 
dranga street and Barclay street, and 
also in a northwesterly direction from 
the intersection of Hanover boulevard 
and Barclay street and across the exist- 
ing lines of the Jersey Central Power 
& Light Company, across Pine Lake, 
and thence continuing in a northwest- 
erly direction to a point marked “D” in 
a circle on Exhibit R-11, where said 
connection shall be made with the 
Pointville-Lemontown service. 

Tri-County Company shall not serve 
any customers in Browns Mills along 
the above-described route except as fol- 
lows: Barclay and Hydranga street 
to a point 300 feet from Lake Shore 
drive and 300 feet either side thereof. 

Since no municipality can directly 
or indirectly own or hold stock in Tri- 
County Company and since stockhold- 
ing is essential to membership and 
to service, this Board will place no 
limitation upon Jersey Central in sup- 
plying street lighting or in the lighting 
of public buildings and places. 


ITT. 
This Board recognizes that there is 
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need for governmentally aided rural 
electrification service. The need jn 
this state because of uniform system 
rates is not so great as elsewhere, 

It recognizes that the companies fur- 
nishing such governmentally aided 
service will be comparatively local and 
small. 

It recognizes that while they and 
their operations must be subject to 
some measure of regulation the burden 
of regulation readily borne by the larg- 
er electric lighting public utility sys- 
tems, will bear heavily upon them. 

This Board will recommend the 
adoption of legislation specifically pro- 
viding for the organization of such 
corporations and simplifying the regu- 
latory provisions as to them. 

In the meantime this Board through 
its power of classification and power to 
make rules and regulations will do 
what it can to that end under the stat- 
utes as they now stand. 

We feel that we should note that this 
Board finds that those organizing Tri- 
County Company and others under 
Federal guidance, and the coercive 
power of withholding Federal aid, 
have in the face of comprehensive ad- 
ministrative policy of regulation that 
our state has adopted in its legislative 
effort to end the evils of unregulated 
public utility operation, studiedly 
sought to obtain all the rights, fran- 
chises, and privileges of engaging in 
an enterprise “affected with a public 
interest’? and at the same time avoid 
and circumvent by resort to technical 
and fine-spun distinctions, the applica- 
tion of these policies—to find and take 
advantage of a policy loophole in the 
regulatory laws. 

The end—rural electrification—a 
worthy end does not justify the means 
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adopted where those means involve 
circuitous methods of accomplishing 
the end, and point the way, if success- 
ful, to wholly nullifying the effort of 
our state to guard against, and protect 
the public from, glaring evils. 

This Board finds that those organ- 
izing Tri-County Company and oth- 
ers under Federal guidance have 
sought to deny the protection of re- 
sort to the courts. The by-laws of the 
Tri-County Company as above indi- 
cated, provide for forfeiture by the 
board of directors of the company of 
the share of “capital stock” held by a 
member, and terminate the right of a 
member to service upon such forfei- 
ture. The by-laws provide for read- 
mission of such member and restora- 
tion of service to him at an annual or 
special meeting of the stockholders, 
but provide for no invoking of a spe- 
cial meeting by the one whose stock 
has been so forfeited and whose right 
to service has been so terminated. So 
that one as the result of such forfeiture 
may, in a given case, be deprived of 
service for approximately a year, and 
by force of the by-laws the action of 
the members if adverse to the one 
whose stock is forfeited is “final” ; that 
is to say—not subject to judicial re- 
view. 

Particularly has the Board observed 
that the by-laws containing these pro- 
visions have not been furnished to 
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some members until the “first meter 
reading” when stockholding and mem- 
bership had already become a complet- 
ed fact. 

This Board has endeavored in all 
good faith and sincerity not to permit 
these facts to influence its judgment 
and conclusions. 

It cannot, however, refrain from in- 
dicating its judgment that the course, 
so taken, strikes at respect for law, and 
raises to a new level the proposition 
that “the end justifies the means,” no 
matter what evils the means may bring 
in their train. 

Notwithstanding the observations 
above noted, however, the Board, as 
already indicated, has reached its de- 
termination making due allowance for 
the fact that this is the first time in this 
state that the issue respecting codpera- 
tive associations has been before this 
Board, and so that the public moneys 
heretofore invested by Tri-County 
may not be wasted, we hereby make as 
part of this decision the following or- 
der, viz. : 

Ordered that the cease and desist or- 
der heretofore issued by this Board 
shall remain in force and effect against 
the said Tri-County except that the 
same is modified to permit the inter- 
connections for energizing service to 
Lemontown area, as well as the provid- 
ing of service in the area of Browns 
Mills, herein specifically set forth. 





SECURITIES AND EXCHANGE COMMISSION 


Re United Gas Improvement Company et al. 


[File No. 59-6, Release No. 2584.] 


Commissions, § 34 — Power to issue injunction. 


The Securities and Exchange Commission has no power to order a sub- 
sidiary of a registered holding company to cease and desist from operating 
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facilities even though the company may have acquired the property and 
the holding company may have guaranteed performance of the subsidiary’s 
obligations without complying with provisions of the Holding Company 
Act and rules of the Commission, since the only powers of the Commission 
when such a provision is being violated are, under § 18(f) of the act, 15 
USCA § 79r, to bring an action in the proper district court to enjoin the 
violation, or to transmit the evidertce to the Attorney General for criminal 


prosecution, or both. 


[February 27, 1941.] 
—_—— for order directing a gas company, subsidiary of a 
holding company, to cease and desist from operating 
certain facilities; motion denied. 


By the Commission: This is a mo- 
tion by H. Jerome Jaspan’ for an or- 
der directing the Philadelphia Gas 
Works Company, a subsidiary of The 
United Gas Improvement Company, 
“to cease and desist from unlawfully 
operating facilities for the production 
and distribution of manufactured gas 
in the city of Philadelphia.” The 
ground on which we are asked to issue 
such an order is found in the allega- 
tion that the Philadelphia Company 
acquired the utility assets which it op- 
erates by lease from the city of Phila- 
delphia without first securing our ap- 
proval, in violation of § 9 (a) of the 
act, 15 USCA § 791. It is also alleged 
that The United Gas Improvement 
Company guaranteed the performance 
by the Philadelphia Company of its 
obligations under the issue without 
submitting the transaction for our 
scrutiny, in violation of Rule U-12B-1. 
In support of the motion, it is con- 
tended that by reason of the alleged 
violation of § 9(a), supra, and of 
Rule U-12B-1 both the lease and the 
guaranty, are void under § 26(b) of 
the act, 15 USCA § 79z. 

(Whether these allegations are true 





1 By order dated Feb. 7, 1941, the Commis- 
sion denied an application by H. Jerome Jas- 
pan for leave to intervene in these proceedings 
but allowed him the right to be heard. 


we need not now decide, for as we 
conceive our authority under the act 
we must, without regard to the facts, 
deny this motion for want of power to 
grant it. This conclusion is inevitable 
because our only powers, when a pro- 
vision of the act or of a rule is being 
violated, are, under § 18(f) of the 
act, 15 USCA § 79r, to bring an ac- 
tion in the proper district court of the 
United States to enjoin the violation, 
or to transmit the evidence to the At- 
torney General for criminal prosecu- 
tion, or both. 

It should not be overlooked, how- 
ever, that the allegations made in sup- 
port of this motion may, if true, be of 
consequence at some future stage of 
these proceedings if and when any as- 
serted right of The United Gas Im- 
provement Company to retain the 
Philadelphia Gas Works Company is 
at issue. 

Nothing in this opinion should be 
construed as in any way passing upon 
the truth or legal effect of the matters 
alleged. ) 

An appropriate order will issue. 
[Order omitted. ] 


By the Commission (Chairman 
Frank, Commissioners Healy, Eicher, 
and Pike), Commissioner Henderson 
being absent and not participating. 
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Promote Safety 


Of all the superior qualities that 

distinguish American _ bodies. 
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public utilities than the extra 

safety they provide for the oper- 

ating crews. The greatest factor. 

of course, is all steel construc- 
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Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


$4,000,000 Expansion Program 
Planned by Iowa Utility 


— Electric Light & Power Company plans 
to spend four million dollars for improve- 
ments in its Iowa property, it was announced 
recently. 

Proposed improvements include installation 
of a high pressure steam generator at both 
Cedar Rapids and Boone; erection of a trans- 
mission line from Cedar Rapids to Marshali- 
town; installation of a 15,000 kilowatt turbine 
at Cedar Rapids including a building addition, 
and installation of additional generating ca- 
pacity in the Marshalltown or Boone districts. 


Speeds Blueprint Reading 


Ao home study method of instruc- 
tion in reading blueprints of all kinds is 
announced by Austin Technical Institute, of 
Newark, New Jersey. 

The new system, called the “Shadowgraph” 
method, is described as easy to grasp by 
average non-technical minds, and fully effec- 
tive in practical application. 

The “Shadowgraph” method of blueprint in- 
struction is based upon use of actual working 
models of objects, and projections of shapes 
and dimensions as shadows are thrown by the 
sun or other single source of light. The stu- 
dent receives as part of the course a working 
model containing actual blueprints. 


Hygrade Buys Powder Plant 


YGRADE Sylvania Corporation, Salem, 

Mass., announces the purchase of a fluo- 

rescent powder plant at Towanda, Pennsyl- 
vania. 

Formerly operated as a division of The 
Patterson Screen Company, the plant has been 
the principal source of supply for the fluo- 
rescent powders used in Hygrade’s fluorescent 
lamps. 

Hygrade Sylvania Corporation has lamp 
manufacturing plants at Salem, Mass. and St. 
Mary’s, Pennsylvania; radio tube manufactur- 
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ing plants at Emporium, Pennsylvania and 
Salem, Mass.; and within the past year it ac- 
quired an additional plant at Ipswich, Mass, 
for the manufacture of Miralume fluorescent 
lighting units. The company employs approxi- 
mately 4,600 persons, and is the second-largest 
manufacturer of radio tubes and third- largest 
manufacturer of lamp bulbs in the United 
States, in addition to being a recognized leader 
in the fluorescent lighting field. 


Rochester Gas & Electric Adds 
Two Turbine-Generators 


NSTALLATION of a 25,000-kw turbine-genera- 
I tor, now being built, and a 15,000-kw unit, 
nearing completion, will bring the generating 
capacity of Rochester Gas and Electric Com- 
pany’s No. 3 Station over 140,000 kw. The new 
turbine-generators are being built at the 
Schenectady plant of General Electric; all 
units in operation at the station at present are 
likewise of G-E manufacture. 

A duplicate of the turbine-generator installed 
in September 1938, the latest unit ordered 
is rated 25,000 kw, 3600 rpm. Specifications 
call for the tandem-compound, double-flow 
type, with a hydrogen-cooled generator. Steam 
conditions will be 650 Ib. gage pressure, 825 F. 


Outdoor Current Transformer 
Embodys Spirakore Design 


NEW line of outdoor current transformers, 
Fp ee the Spirakore design, is an- 
nounced by F. G. Vaughen, manager of Gen- 
eral Electric’s meter and instrument division. 
Recently the Spirakore design was made avail- 
able in distribution transformers in single- 
phase ratings up to and including 500 kva. 

The new outdoor current transformers are 
rated 23 and 34.5 kv. Appreciable savings in 
weight and size are obtained in both ratings 
as a result of the Spirakore construction. 
Weight of the new units has been reduced ten 
per cent in the 23-kv rating and 16 per cent in 
the 34.5-kv rating. Both units are three inches 
smaller in diameter, and the 34.5-kv. trans- 
former is also three inches lower than the 
previous model. 


New Line of Cordley Coolers 


Aree new line of Cordley electric 
water coolers featuring handsome cabi- 
nets and 100 per cent increase in cooling capac- 
ity is announced by Cordley & Hayes, 443 
Fourth Avenue, New York. 
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NATIONAL DEFENSE NEEDS MORE 
THAN “ELBOW GREASE!” 


Industrial lubrication, as exempli- 
fied by the role of Cities Service, 
plays a vital part 


Lifeblood of the factory line is the precious 
oil that keeps the wheels of industry turning 
. .. Spinning ever faster and faster as tanks, 
ships, planes and trucks spring from blue- 
prints into cold steel. 


In many phases of na- 
tional defense, Cities 
Service’s industrial oils 
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have been called upon to help deliver max- 
imum efficiency of operation. 


We are honored by our selection, feeling 
that it indicates more plainly than words 
that we are qualified to meet the lubrication 
problems of industry. The vast experience 
of our Lubrication Engineers is available 
for consultation without cost. All you have 
to do is get in touch with us at any of the 
offices listed below. 


CITIES SERVICE OIL COMPANY — Chicago, New York, Cedar Rapids, 
Boston, St. Paul, Grand Forks, Kansas City, Fort Worth, Oklahoma City, Milwaukee, 


Cleveland, Detroit, Syracuse. 


CITIES SERVICE OIL COMPANY, LTD. —Toronto, Ontario. 


ARKANSAS FUEL OIL COMPANY — Shreveport, Little Rock, Jackson, 
Miss., Birmingham, Atlanta, Charlotte, N. C., Nashville, Richmond, Miami. 
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The design and performance of 1941 Cord- 
ley coolers are the result of 52 years of spec- 
ialized experience in building water coolers. 
This new line offers models for use with bot- 
tled water or for connecting to city water 
supply. 

Quiet operation, accessibility to working 
parts provided by front and side panels and 
gunmetal furniture finish which blends in with 
any surroundings are added features. 


G-M Announces New 97 Horse 
Power Engine 


NNOUNCEMENT has been made by General 

Motors Truck and Coach of a new 97 
horse power engine, offered as standard equip- 
ment in all 2-ton GMC Trucks, and also avail- 
able at slight additiona! cost in GMC 1%4-ton 
models. 

According to the announcement, GMC’s new 
engine has a displacement of 236 cubic inches, 
developing 97 horse power at 3,200 r.p.m., and 
192.5 Ibs. ft. torque at 1,000 r.p.m. It is claimed 
that this engine offers greater torque or pull- 
ing power than any other engine of its size in 
the light duty truck field 

The high torque of this latest “super duty” 
engine to join the ranks of GMC’s valve-in- 
head engine line has been attained through de- 
velopment of a high-lift cam—with properly 
coérdinated engine timing—which permits a 
more complete utilization of the high power 
and, economy advantages claimed as inherent 
in GMC Turbo-Top piston and combustion 
chamber design. 


Kelvinator Sales Soar 


rig of Kelvinator electric refrigerators for 
the first quarter of the 1941 model year 
amounted to one-half of the total volume 
achieved by the company in 1940 and ex- 
ceeded by a comfortable margin the entire 
year’s sales during 1939. 

Kelvinator’s 1941 sales, according to Frank 
R. Pierce, general sales manager, reveal a 
marked trend toward the higher-priced 
models, This year 80 per cent of the volume is 
averaging over $160 per unit and this trend is 
becoming more pronounced. 

One of the reasons for the increased busi- 
ness is the sales power of the new high-humid- 
ity refrigerators, according to Mr. Pierce, who 
says that these cabinets were specifically de- 
signed to stimulate the replacement business. 
With the exception of the medium-priced S-6 
the most popular model in the entire Kelvina- 
tor line is the Moist-Master M-6, which sells 
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Disconnecting and Heavy Duty Switches 
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for $179.95 and which is one of the two new 
high-humidity models introduced by Kelvina- 
tor this year. 


Fluorescent Surface Troffer 


HE Edwin F. Guth Company announces a 
surface troffer which is designed to pro- 
duce higher levels of fluorescent light with 
pleasant ceiling illumination assured on both 
close-ceiling and suspension mountings. 
Two types of this new luminaire afford a 
desirable “add-on” feature, that makes it pos- 


Designed to Produce Higher Levels of 
Fluorescent Light 


sible to economically increase lighting capaci- 
ties at any time without disturbing the original 
installation. The “base” type, supplied with 
ornate cast ends, and the “continuous” exten- 
sion type furnished with a cast joiner, provide 
simple inexpensive lighting expansions, yet 
maintain a complete attractive lighting system 
at all times. The new surface troffer, in sizes 
for 2 or 3-40 watt fluorescent lamps can be 
mounted as individual units or in continuous 
arrangements. 

The side baffles of the surface troffer effec- 
tively shield the lamps. However, additional 
shielding, if desired, can be had with egg crate 
louvres. The sturdy Guth louvres are easily 
installed—small extended arms slide quickly 
in or out of special slots that securely lock 
the louvres safely in place. 


Gas Griddle and Refrigerator 


Ho™ and restaurant departments of gas 
companies, especially in resort areas, will 
be interested in a new Thermolator combina- 
tion griddle and refrigerator unit recently an- 
nounced by Ershler & Krukin, Inc., Bayonne, 
N. J. 
It is made up of a unit measuring approxi- 
mately 30 in. x 5 ft. long, and is fitted with a 
two-section gas fired griddle thermostatically 
controlled. The top heating arrangement 1s 
designed so that the right and left hand griddle 
section may be operated at different tempera- 
tures, or the unit may be operated with only 
one griddle section being heated at a time. A 
grease and refuse trough, running the full 
length of the fixture, is set in a depression at 
the back so that the griddle surface may be 
scraped clean and the accumulation removed 
by lifting out the refuse container, at the con- 
venience of the operator. 

The lower base is fitted with four drawers, 
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[League Boots for Your 
teport Operations / 


tility routines that lagged now seem to take wings 
ith Ditto. It’s the same as hiring extra help, without 
he cost! 

Because of new lightning-fast automatic electric 
ed, new long runs, and new all-over brightness of 
ppies, the Ditto D-44 is speeding whole opera- 
lons—releasing executives and workers alike for 
ore important duties. 

Without type, stencil or ink it makes 300 and more 
ight copies of anything written, typed or drawn 
.. fate schedules; operating and progress reports; 
pecifications, engineering drawings; service, factory 
d work orders; forms, and the like . . . 70 copies 
minute, in one to four colors at once, 6c for the 
st 100, 3c thereafter. Originals can be used repeti- 
‘ely—excellent for accumulative reports. 

Make your department more effective—get the whole 
ty of public utility performance on gelatine or 
quid Ditto duplicators. Use coupon for free idea- 


pokler, “Copies, Their Place in Business.” No obli- 
tions! 


RINGS AMAZING SPEED, ACCURACY TO 
PUBLIC UTILITY ROUTINES 


Get free idea booklet! 


DITTO, Inc. 
633 So. Oakley Blvd., Chicago, Ill. 
Gentlemen: 

Send me copy of your book, “Copies, 
Their Place in Business.” No obligation. 


Position 
Company 
Address 
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all heavily insulated and complete with a re- 
frigerating unit of the fan type recirculator 
so as to insure uniformity of temperature. The 
individual drawers have a perforated bottom 
and are arranged with ball bearing slides and 
spring latches so as to open and close evenly. 


New Heavy Duty Hydraulic 
Jack Line Announced 


s an addition to their broad line of Sim- 

plex lever and screw jacks, Templeton, 

Kenly & Co., Chicago, recently announced a 
line of heavy duty hydraulic jacks. 

Made in 3, 5, 8, 12 and 20-ton capacity sizes, 
the manufacturer claims many design and 
construction advantages including neoprene 
oil resistant seals, pressure-tested malleable 
iron top nut and base, a machine ground ram, 
a fully lapped cylinder, balltype valves, needle 
type load release, center ram for proper bal- 
ance and a convenient carrying handle. 

Operating features common to all models 
include lower closed height, higher raised 
height, lighter weight, leakproof design and 
provision for operation in either a vertical or 
horizontal position. 

Ruggedly constructed for heavy duty serv- 
ice, these jacks are tested to one and one-half 
times their rated capacity to insure satisfactory 
operation and safety for operator and load. 

Bulletin H. D.-41 illustrating and describing 
this line is available from the manufacturer, 
1020 South Central Ave., Chicago. 


M-D Turbines to Have Turning 
Gears for First Time 


et turning gears will be incor- 
porated for the first time in mechanical- 
drive turbines when three special units now be- 
ing built by the General Electric Company are 
completed for the Consolidated Edison Com- 
pany’s Sherman Creek station. 

The turbines, rated 1685 horsepower at 4340 
rpm., are to be of the condensing automatic 
extraction type, and will be used for boiler 
feed pump drive. Two of the units will be in 
operation at all times, with the third standing 
by as a spare. 

The turning device will keep the rotor of the 
spare moving at approximately 10 rpm, so 
that it can be put on the line immediately with- 
out requiring any preliminary warm-up. Uni- 
form temperature distribution will be main- 
tained in the slowly turning rotor while cool- 
ing, eliminating the possibility of distortion in 
the shaft. 





DICKE TOOL CO., Ince. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











The three mechanical drive turbines will use 
steam at 185 lb. gage, 485 F total temperature, 
4 lb. absolute back pressure and arranged for 
automatic extraction at 75 lb. gage. 

They will be ready for service early this 
fall, and will be used in conjunction with a new 
high-pressure turbine-generator unit now be- 
ing installed. 


Mozart Fluorescent Fixtures 


USPENSION fixtures for installation of 

fluorescent lights at the ceiling are offered 
by the Mozart Specialty Corp, 
Chicago, manufacturer of indus- 
trial, commercial and _ residential 
lighting fixtures. 

These new fixtures provide 
bright light at low wattage with- 
out the heat of the incandescent 
lamp. There. are two, three and 
four-tube units, the tubes snapping 
into bakelite sockets, while the 
starter switch and reactor, which 
are approved by the Underwriters’ 
Laboratory, are built into the fix- 
ture. 

The fluorescent tubes are avail- 
able in “sunlight,” warm white, 
green, blue, red, pink and gold. 

Further information, including 
descriptive literature and price list, 
may be secured from the manufac- 
turer, 1535 North Ashland, Avenue, 

Chicago, Illinois. 


Hartford Electric Light Co. 
To Increase Output 


——- of the South Meadow Plant of the 
Hartford Electric Light Company will be 
increased to 175,000 kw with installation of a 
45,000-kw turbine-generator now being built 
by General Electric. 

Present output of the station is 130,000 kw, 
supplied by five units, all of which were fur- 
nished by G-E. 

The new turbine-generator is similar to a 
unit installed in September, 1938. It will be of 
the tandem-compound, double-flow type, with 
a hydrogen-cooled generator. Steam conditions 
will be 850 Ib. gage pressure, 900 F. 


New M.S.A. “Coolband” 


ae is made by Mine Safety 
Appliances Company of the New M.S.A. 
“Coolband”—a modern perspiration retainer 
for men on hot jobs. The Coolband betters 
hot working conditions by preventing sweat in 
the eyes, and on goggles or glasses. It stops 
continual face-mopping and other deterrents 
to continuous work arising from uncontrolled 
head perspiration. 

The M.S.A. Coolband offers all-around-the- 
head absorption. It consists of a soft, flexible 
band which encircles the head—clinging softly 
without binding, and creating a cooling effect 
through constant absorption of perspiration. 
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Pennsylvania visualizes 1941 as a ye 
when SERVICE counts! . .. a service 
that embraces all the factors essential 
in meeting the exigencies of Industry’s 
present expanded program. 

Thorough painstaking co-operation 
with the customer, sensing his needs, 
providing the technical assistance 
necessary to the solution of his prob- 
lems, building the type of transformer 
best suited to the demands, meeting 
delivery schedules. This is the kind of 
service Pennsylvania can give, because 
it has the essential ability, the ex- 
perience and engineering training, and 
the willingness to collaborate with the 
customer. 


1941 is a year of action... . 
Pennsylvania is geared to give it! 





DISTRIBUTION Jom @ TRANSFORMER COMPANY _s 


FURNACE 1701 ISLAND AVENUE, N. S., PITTSBURGH, PA. | 
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Sanitation is esily maintained, and the Cool- 
band may be disinfected at will. Any part of 
the band can be quickly and easily wrung out. 
Complete details may be secured by writing to 
the manufacturer, Braddock, Thomas and 
Meade Sts., Pittsburgh, Pa. 


Safe-Flex Fan for Hard to 
Ventilate Corners 


AMSON United Corporation, Rochester, N. 
Y. announces No. 1040, Safce-Flex 8 in. sta- 


Safe-Flex No. 1040. 


tionary fans for home and office use. No. 1040 
Safe-flex is said by the manufacturer to be 
ideally suited for small rooms and “hard to 
ventilate” corners. 


¥ 


Equipment Literature 


Allis-Chalmers Transformer Bulletin 
Allis-Chalmers Mfg. Company, Milwaukee, 


Wis., has announced Bulletin B-6159 on the 
new Standard Distribution Transformers that 
meet all recommendations in first report of the 
E.E.I.-NEMA joint committee on transformer 
standards. Its well-illustrated pages cover the 
design and construction features, as well as 
dimensions, price lists, and electrical data for 
sizes of 1% KVA to 25 KVA for standard 
voltages of 2400 to 13,200 inclusive. 


Autovalve Lightning Arresters Booklet 

Station type autovalve lightning arresters 
designed to provide the maximum protection 
from lightning surges are described in a new 
32-page booklet announced by Westinghouse 
Electric and Manufacturing Company. The 
arresters described have ratings from 3 to 
240 kv. 

Electrical principles involved in the arrester 
functions are discussed with a note on pro- 
tective ratios. Applications to grounded and 
ungrounded neutral circuits and hydroelectric 
systems are described. 


Distinctive features, construction, and unit 
design details are explained and illustrated 
with cutaway views. Line diagrams give com- 
plete physical dimensions. Performance char- 
acteristics are shown on typical oscillogram 
test strips. 

An interesting map of the United States 
showing annual isoc: ~aunics of total thunder- 
storm days, 1904-1933 is reprinted on page 31. 

A copy of Catalog Section 38-120 may be se- 
cured from department 7-N-20, Westinghouse 
Electric and Manufacturing Company, East 
Pittsburgh, Pennsylvania. 


‘Formcraft” Service for Executives 

An attractive brochure titled “Formcraft’ 
explaining the development and need for a 
new service for business executives, has been 
published by The Standard Register Company, 
Dayton, Ohio. 

Formcraft is a gratuitous service for busy 
office managers, purchasing agents and other 
business executives. This newly developed 
science takes upon itself all the burden of de- 
signing business forms. A staff of skilled 
Formcrafters designs forms for maximum 
operating efficiency and, at the same time styles 
them for prestige, especially if the forms are 
used externally. 

A copy of this booklet will be mailed free of 
charge on request. 


Wheelco Instruments Co. Catalog 


Wheelco Instruments Company, 1929 South 
Halsted St., Chicago, has recently issued a 
catalog designed to provide a convenient, con- 
densed listing of the principal items of re- 
mote control, temperature control and record- 
ing equipment manufactured by this company. 

It is pointed out that this is not a complete 
catalog. The company will send a complete 
Wheelco catalog to anyone interested. In- 
dividual bulletins as designated in the con- 
densed catalog will be supplied to provide de- 
tailed information of specific instruments. 

Wheelco sales and service engineers are lo- 
cated in all principal cities. Requests for in- 
formation about equipment, or for engineering 
service on any problem will be given prompt 
attention both by the company’s representa- 
tives and the home office. 


G-E Publications 

The following publications have recently 
been issued by the General Electric Company, 
Schenectady, New York: G-E Heating Cable 
(GEA-3539) ; Multiple-Operator Arc-Weld- 
ing Systems (GEA-569F); Selsyns (GEA- 
2176); G-E Plugging Control (GEA-3571) ; 
How to Select Control for D-C Motors, 
(GEA-3531) ; Heavy-Duty Automatic Net- 
work Protector (GEA-2017B) ; 17 Safeguards 
on G-E Lead Press (GEA- 3394). 


Kisco 1941 Sales Manual 


Kisco Company, Inc., St. Louis, Missouri, 
announces its new 1941 “Take Off” for Circu- 
lair profits. This is a 48 page sales manual, 
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A GREAT MOVEMENT 
Lipset IN YOUR INTEREST 


seins Initiated by Robertshaw, 


and carried on eagerly by America’s most influential kitchen group! 
abig step forward 
in Robertshaw has pioneered again, created a complete Educational 
HEAT CONTROL! Service which enables home economics teachers, home demon- 
Complete controlof _— stration agents and home service directors to portray graphically 
both fuel and temper- < : ? 
ature in one diall Oud the importance of measured heat in cooking. 
motion turns the gas Already, right at the start, over 7000 home economists have 
or electricity on, dials ‘ . dee. Thhetet ] 
the desited beak: Qiks swung into action—and more are enrolling every day. Their knowl- 
motion turns the oven edge and enthusiasm will inspire homemakers everywhere, will 
fuel supply off, re- i - : f 
turns setting to zero. give a great stimulus to the ever-increasing demand for better 
Provided only by ranges—Robertshaw-equipped. 


Robertshaw 
ROBERTSHAW THERMOSTAT COMPANY, Youngwood, Pa. 


ROBERTSHAW 
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Equipment Literature (Cont'd) 


profusely illustrated. Its copy discusses ex- 
perienced and practical methods of increasing 
profits through the sale of the nationally known 
Kisco Circulair units. 

Kisco has added three new units to its lines 


in 1941. Through its extensive dealer organiza- 
tion sales volume has been such that several 
of the more popular models have been reduced 
in price. 

Copies of the manual may be secured with- 
out charge by writing the Kisco Company, Inc. 


Silex Glass Coffee Maker Catalog 
The Silex Company has issued a catalog 


which illustrates, describes, and gives prices 
effective April 15th of the new and shorter 
line of Silex Glass Coffee Makers. 

The presentation of this catalog is in line 
with the new improved Silex policy of making 
it as simple as possible for dealers to handle 
the Silex line. The new short line includes 
only fast-moving coffee makers—both wide 
neck and narrow neck, and two coffee services. 
This shorter line greatly reduces the variety 
of stock numbers necessary for dealers to 
carry. Dealers will note that a free supply of 
strainer cloths is included with all units, as 
well as a Dippex coffee measure. Wherever 
other equipment is supplied, such as moldex 
table mats, lower bowl covers, etc., these ‘are 
clearly illustrated. 

The catalog also contains a diagramatic view 
of a Genuine Silex Glass Coffee Maker, show- 
ing its main points and features. 


Power Circuit Breaker A pplication Discussed 


A new 3l-page application data leaflet de- 
scribing the application of power circuit break- 
ers is announced by Westinghouse Electric and 
Manufacturing Company. Its purpose is to as- 
sist purchasers of circuit breakers in arriving 
at a prompt and satisfactory choice of the 
many breakers available. Reference numbers 
to further descriptive data are given wherever 
the information is incomplete. 

The method of estimating the short-circuit 


current through a system is discussed in de- 
tail. Included in the discussion are factors af- 
fecting the rms current at any point of a sys- 
tem under short circuit conditions. A general 
treatment of short circuit transients is also 
given. 

Thirteen pages of tables list the data neces- 
sary for the selection of the proper breaker 
for a given service. Instructions for the tables 
are included in specific examples used as aids 
in interpreting the data listed in the bulletin, 

Copies of application data 33-115 may be 
secured from department 7-N-20, Westing- 
house Elec. & Mfg. Co., East Pittsburgh. 


New Pump Bulletin 


Allis-Chalmers Mfg. Company, Milwaukee, 
Wis., has issued a new comprehensive 40-page 
Bulletin B-6146 for every pumping service re- 
quiring a high grade single-stage double-suc- 
tion centrifugal pump. In addition to construc- 
tion features, pump dimensions, normal and 
special application data, this well illustrated 
bulletin presents friction tables, head-capacity 
tables, and other valuable pump engineering 
information. 


¥ 


Manufacturers’ Notes 
G-E Appointments at Fort Wayne Works 


Three appointments at the Fort Wayne 
Works of the General Electric Company have 
been announced by works Manager M. E. 
Lord. C. H. Matson, who has been serving 
as general superintendent, has been appointed 
assistant manager; R. H. Chadwick has be- 
come assistant to the manager in charge of 
engineering ; E. J. Thomas has been appointed 
engineer of the specialty transformer depart- 
ment. 


Society Research Laboratory Appointment 


A. E. Stacey, Jr., chairman of the American 
Society of Heating and, Ventilating Engineers’ 
Committee on Research, announces the ap- 
pointment of E. C. Hach, Westfield, N. J., to 
the staff of the Society Research Laboratory 
located at the Experiment Station of the U.S 
Bureau of Mines in Pittsburgh, Pa. Mr. Hach 
comes to the Laboratory with an extensive 
background of experience in which he has 
served as chief engineer of the manufacturing 
department of Standard Air Conditioning, Inc., 
a division of American Radiator & Sanitary 
Corporation, New York, where he was in 
charge of research development and product 
design. 

Prior to this connection he was employed by 
the Carrier Corporation, Syracuse, N. Y., 
where he was engaged in research and develop- 
ment work both in the laboratory and in the 
field, and he also has held positions with the 
Beckwith Co. in Dowagiac, Mich., Western 
Electric Co., Cicero, Ill., and the Mutual Fire 
Prevention Bureau, Chicago, III. 


Mention the FortNicHtLY—I/t identifies your inquiry 


MAY 22, 1941 





— Or 


GQ 


May 22, 1941 Public Utilities Fortnightly 45 





—_— 


ersatile and Economical 


ae 


1-4) 


The NEW 


nternational 1-4 WHEEL Tracto 


Here’s the smallest member of the new 
ne of International Industrial WHEEL 
ractors—the nimble I-4, powered by a 2914 
Pp. gasoline engine. It is capable of han- 
ling light maintainers, front-end shovels 
d loaders, road rollers, sidewalk snow 
ows, brushes and sweepers, trailer-trains, 
d mowers. 


Ask any International Industrial Power 


dealer or Company-owned branch for full. 
information about the I-4 and the four other 
new industrial wheel tractors. The Inter- 
national line also includes four Diesel- 
powered crawler-type TracTracTors, and 
Power Units for Diesel, natural gas, gaso- 
line, and distillate operation. 


INTERNATIONAL HARVESTER COMPANY: 
180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL Industrial Power 
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How to solve the problems of 


ELECTRIC DISTRIBUTION 








This handy manual presents essential data, factors, 
tables and diagrams for practical application by all 
who are concerned with the planning, design, con- 
struction, operation, maintenance, inspection and 
supervision of the electric distribution system. 


ELECTRIC DISTRIBUTION 
FUNDAMENTALS 


By Frank Sanford 


Distribution Engineer, Cincinnati Gas & Electric Co. 


242 pages, 156 illustrations 
15 tables, 1 chart, $2.50 


Covering the ABC of electric distribution—of both the 
utility distribution, and the industrial and inside wiring 
branches of service to the outlet—this book explains the 
everyday problems involved in distributing electrical 
energy anywhere between the major substations and the 
customers’ meters. 


COVERS ALL STEPS 


From a nonengineering viewpoint it discusses how the 
distribution system works; how it is planned, designed 
and constructed; how service and operating routine is 
handled; elementary principles of methods and equip- 
ment; basic factors of the electric circuit; methods of 
generation; selection, application and design of trans- 
formers; design of carrying lines; problems of main- 
taining current flow; mechanical principles and strength 
of materials; how distribution fits in economically with 
the electric supply sys- 

tem as a whole; etc. 


Step by step explana- 
tions cover voltage drop, 
wire size calculations, 
transformer connections, 
power factor improve- 
ment, inductive reac- 
tance, and similar prob- 
lems. 


EASILY 
UNDERSTOOD 


Practical design prob- 
lems are included with 
solutions based on dia- 
grams instead of diffi- 
cult mathematics. Nu- 
merous illustrations, di- 
agrams and tables will 
be found helpful for a 
quick and complete un- 
derstanding of the funda- 
mentals. 








—design and construction 
—operation and service 

—methods and equipment 
—mechanics and materials 


THESE CROWDED 
CHAPTERS BRING YOU 
PRACTICAL, HELPFUL 

DATA 


Perspective of the Electric System 
Distribution to Serve the Load 
The Distribution Division 
Generation of Electricity 
Fundamentals of the Electric 
Circuit 
Inductance and Related Charac- 
teristics 
Tools for Electrical Problems 
Transformers 
Transformer Connections 
® Voltage Control 
© Current Interrupting 
Equipment 
Voltage Protection — 
Lightning—Grounding 
Street Lighting Circuits 
Mechanical _ Principles 
in Distribution 
Economic Principles in 
Distribution 
Measures of Service 








Send check, money-order or cash to 


PUBLIC UTILITIES 
FORTNIGHTLY 


MUNSEY BLDG. 





WASHINGTON, D. C. 








May 22, 1941 


Public Utilities Fortnightly 





e7 
} 
i 


i 


¥ 


oer 


| 
' 
’ 


= 


—— 


E GUIDED | 


pei pm aT RY Bey SiS 
Sy J/(9¢ CIC / ‘4 


rescore 
Ppa 


KERITE 
CABLES 


19909, |I9I0, 1911 
“ 








This page is reserved under the MSA PLAN 





(Manufacturers Service Agreement) 





Public Utilities Fortnightly May 22, 1941 





SPEED Tee 


You may have just as many billing ma- 
chines as you have typewriters when you 
use the Egry Speed-Feed . . . the amazing 
device that converts any typewriter into 
a billing machine in one minute without 
change in typewriter construction or op- 
eration. Speeds up the output of typed 
forms 50% or more by eliminating all 
% = manual labor incident to the inserting and 
= removing of carbons, making all time of 
Operator productive. Uses Egry Continu- 
¥ ous Printed Forms and Egry Speed-Feed 
i» Carbons, writing 300 or more sets of forms 
with a single loading of carbons, eliminat- 
ing use of costly one-time pre-inserted . 
carbon forms and other wasteful types. 


Demonstrations of the speedy, economical, effi- : agi 

cient, time-, labor- and money-saving Speed-Feed The Speed-Feed cost less than 2c per day for 
in vour own office without cost or obligation. only one year. No upkeep, no replacements, no 
Write today for literature. Dept. F-522. ing to get out of order. Get all the facts at once. 


The EGRY REGISTER Company 


Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 


The Egry Register Co., (Canada) Ltd. King & Dufferin Sts., Toronto, Ontario, Canada 


—— 
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A 60-cell Exide-Chloride 
control battery in the 
services of a well-known 
Kansas utility company. 


ENGINEERS TURN CONFIDENTLY 
TO EXIDE-CHLORIDES 


HE widespread use of Exide-Chloride Batteries 
in public utility and private industrial plants can 
be explained in one word — confidence. 


For the men who design, as well as those who 
operate modern power stations, have long since 
learned that the Exide-Chloride is absolutely trust- 
worthy. 


They are keenly aware of the fact that the construc- 

tion of this battery is unlike that of ordinary batteries 

. . . that its remarkable Manchester positive plates — 

introduced nearly fifty years ago — have contributed 

much to its long life and ease of maintenance. As a 

CHLORIDE result, they ae confidently to Exide-Chloride when- 

BATTERIES ever a dependable source of power is needed for control 
bus, emergency lighting, or other exacting service. 


Don’t overlook this time-tried battery whenever 
you have need for reliable storage battery power. A 
letter or post card will bring you complete details. 


THE ELECTRIC STORAGE BATTERY COMPANY 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 


Exide Batteries of Canada. Limited, Toronto 
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Do you really know 
HOW TO WRITE REPORTS? 





Are your technical reports always clear—coherent—complete? Are 
you able to express technical information and facts in such a manner 
that anyone reading your report knows immediately what you mean? 


Just as in everything else, there are clear. By following these principles, 
certain fundamental principles of and adopting an attitude toward writing 
order and planning and style that can’ reports that is based on an apprecia. 
change a muddled and confused tech- tion of the eventual audience, you can 
nical report into one that is crystal improve your papers immensely. 


WRITING THE TECHNICAL REPORT 


By J. Raleigh Nelson 


Professor of English in the College of Engineering 
University of Michigan 


373 pages, 6 x 9, $2.50 


Step by step this authoritative book shows 
you how to simplify technical reports; how 
to analyze the type of report; how to choose 
the best form and style; how to organize the 
material; how to use figures, tables and an- 
notations. A book for everyone who realizes 
how improved reports can eliminate misun- 
derstanding, save time in explanations, dem- 
onstrate the writer’s knowledge and ability, 
and create favorable impressions on em- 
ployers. 
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The complete guide 
to report writing 
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Dig at EXTRA Profits with 
“CTLEVELANDS™ 


CLEVELAND ame : ie. =” CLEVELAND 
Model 95 st ‘wie Model 110 


And— 
the REASON 


Every foot of trench : sft ( Satin cd » ~ CLEVELAND 
machine dug means OR a Model 140 

money saved. And ; 7 

“Clevelands” speed up 

practically every operation incidental to <i EE trenching. 

Compact, fast, flexible, and with all dead-weight eliminated, yet powerful and 
rugged enough for the toughest task, in any soil or on any terrain “Clevelands” 
fit into more jobs assuring most “machine-trench” at least cost. Prove their value 
on your own work. Write today for details. 


A big time-saving “Cleveland” 
feature—Truck speed transporta- 


tion on base <a THE CLEVELAND 
: TRENCHER COMPANY 


""Pioneer of the Small Trencher"’ 
20100 St. Clair Avenue 
Cleveland, Ohio 
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@ VITAMINS for public morale! Vitamins 
for investment morale! Vitamins for Amer- 
ica’s defense and growth! 


The most important single producer of 


these vitamins is the Construction Industry. 


Construction is all of us. It is a family plan- 
ning its new home. It is a bank making a 
loan. It is a plumber installing a bathtub. 
It is a steel worker battering a rivet head. 
It is an artist designing a wall paper. 


Construction is still a community effort, 
working in its birthplace, improving its 
birthright. Construction is local in its big- 
ness. National only in its forthright Amer- 
ican character. 


There is no man, woman or child or busi- 
ness whose daily life is unaffected by Con- 
struction. More money finds its way into 
completed Construction than all other 
forms of investment combined. 


Without benefit of ballyhoo, Construction 
is hammering out its gigantic emergency 
defense job of two and a half billion dollars. 
And without pausing in stride its leaders 
are carrying forward America’s permanent 
line of defense—home-building. 


The miracles of Construction are legion. 
Time may march in measured tread but 
Construction whips it through a century 
in six weeks. Rushing rivers require eons 
to cut through a mountain range. Construc- 
tion needles the solid rock and pushes its 
rivers through. 


Construction is more than a brilliant way 
of overcoming the obstacles of nature. It 
is the mighty tide of America. Initiative, 


EWI 


IN CONCRETE 
AND STEEL 


freedom, opportunity—these are the real 
vitamins of Construction and of all Amer- 
ican industry. They provide the driving 
force for the individual to go ahead— 
achieving for himself and at the same time 
contributing to the welfare of his neighbors. 


Construction is a many-sided industry. It 
has a direct relation to your community no 
matter how big or how small or where 
located. For an illustrated, high-lighted 
story of the whole industry, see the 32- 
page supplement now appearing in Na- 
tion’s Business. If you are not a subscriber, 
send 10 cents for reprint of ‘The Case for 
Construction.” Or better still, send 25 
cents for a full copy of the April issue. 


WHAT HELPS BUSINESS HELPS YOU 


* 
This message is published by 


NATION’S BUSINESS 


It is the 50th of a series contributed toward a better un- 
derstanding of the American system of free enterprise. 
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HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering Company, Lid. 
ontreal 


ERECTORS OF TRANSMISSION LINES 
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How to handle all kinds of wiring and 





emergency lighting design of installations 


Based on the 1940 Code, Abbott’s 


brings you: 


—definitions of Code terms —85 useful tables 


—types of approved wiring diagrams 

—requirements pertaining to 
standard materials and ap- 
paratus, and methods of 
installing them 


—general requirements 
applying to all wiring 
systems 


—automatic overload pro- 
tection, general re 
quirements and spe- 
cific applications 

—simplified application 
of Code data pertain- 
ing to motor installa- 


NWONENE 


tions 

—280 illustrations and iienus\al et 
schematic diagrams tIECTRI Au 
of apparatus and in- 
stallations 5 ODE 








Key to the Code 
A few minutes’ attention to the 


HANDBOOK 
Key to the Code Requirements in 


ABBOTT 
front of this book will give the 


reader a better idea of the scope - 
and contents of the code than 
eould be obtained by two hours’ 
study of the code itself. 


A PRACTICAL, HOW-TO-DO-IT HANDBOOK 
Covers the complete contents of the latest National Electrical 
Code, with many definitions, illustrations, methods, data and 
explanations to show what the Code means and how it applies to 


installation jobs 


in strict accordance with 


THE 1940 NATIONAL 
ELECTRICAL CODE 


@ commercial buildings @ high-voltage equipment 
@ homes @ signal systems 

@ factories @ motor installation 

@ outside work . 

@ hazardous locations @ services 

@ theatres @ grounding 

e e 


National Electrical Code Handbook 


—138 wiring and connecting 


H™ is the electrical contractor’s job 
book almost completely re-written 
in accordance with the new 1940 Code 
requirements and planned to enable elec- 
tricians to understand the new rulings of 
the National Electrical Code and to do 
work in accordance with the Code 
An instantaneous aid 

In Abbott’s Handbook you can find all 
the rules affecting any question in an in- 

stant. And you will find 










them clearly explained 
in simple language with 
diagrams and _illustra- 
tions to make them 
easier for you to under- 
stand quickly. 

All rules for a job 
grouped in one place 
Once you have looked 
up a rule in the Hand- 
book you may rest as- 
sured that you will not 
find later that there was 
another rule to be con- 
sidered and that the job 
will have to be done 
over. With this Hand- 
book to help you, you 
cannot miss a_ single 
rule and you cannot fail 
to understand all of the 
rules. It reduces a maze 
of scattered rules to a 
logical and understand- 
able system. 





Just Out! Arthur L. Abbott’s 


NATIONAL ELECTRICAL CODE HANDBOOK 


595 pages, 5 x 74, semi-flexible, 418 illustrations. $3.00 





A time and money saver 


All in all, the Handbook is one of the most unusual and 
helpful electrical books that has been published in recent 
years. It gives a wealth of information from the practical 
angle of getting jobs done according to legal requirements. 
It saves delay in starting jobs, it saves time and money 
in avoiding false starts, errors and violations. At the 
same time it contains so much clearly presented informa- 
tion that it will pay to use it for general reference on 
many questions of materials, plans, wiring and installation. 


Long, involved rules made plain 


Wherever a ruling lacks clarity, it is carefully reviewed 
and its practical application is explained. The more in- 
volved Code paragraphs have been divided into short and 
simple rules and others are restated in simple language. 
Diagrams, sketches and illustrations of commercial types 


of apparatus have been used freely wherever the text can 
be more clearly explained in this manner. 


All the tables of data 


which must be referred to frequently by users of the 


code have been placed together in the last chapter of 
book in order to make these data most convenient 
quick reference. 
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CHEVROLET 


Light Delivery Units 





Are Built To Take It 














Impressive in their outward styling, 
Chevrolet’s 1941 Light Delivery units 
are equally impressive in their con- 
cealed values—for underneath their 
sleek lines and contours they are 
genuine trucks, through and through. 

Look under the hood and you’ll find 
the Chevrolet Standard truck engine, 
full 99 horsepower, designed for econ- 
omy and efficiency—an engine with 
extra-strong truck pistons, and with 
a high-capacity truck cooling system. 

Look under the body, too. If you are 
used to seeing passenger-car chassis 
construction in your delivery units, 


you'll be surprised at the difference 
in the Chevrolet. Note particularly 
the frame, with its deep side-rails and 
its five rigid cross-members. Note the 
heavy front axle, the sturdy steering 
gear, and. especially the rear axle— 
having not one major part inter- 
changeable with any part of the pas- 
senger car axle. 

In short, Chevrolet’s Light Delivery 
units are truck-built to do truck work 
—and to do it with Chevrolet’s tradi- 
tional economy of operation and 
upkeep. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 





CHEVROLET TRUCKS 


“THRIFT-CARRIERS FOR THE NATION” 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 
























DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 





















DESIGN Si ord, Bacon & Davis, Ane. RATE CASES 


CONSTRUCTION . APPRAISALS 
Engineers 


OPERATING COSTS INTANGIBLES 
VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CLEVELAND CHICAGO 








J. H. MANNING & COMPANY 


120 Broadway ENGINEERS Field Building 


New York hicago 
Business Studies Purchase—Sales Valuations 
New Projects . Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 

















Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R e ports—Design—Supervision 
Chicago 
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STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON e NEW YORK « CHICAGO ¢ PITTSBURGH ¢ SAN FRANCISCO « LOS ANGELES 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


FrANcIs S. HABERLY 
ENGINEER 


Appraisals—Original Cost Accounting— 
Rates —Depreciation—Trends 


122 SourH Micu1cAN AVENUE, CHICAGO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and _ re- 
ports, design and supervision of coa- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, onto. 
PENNSYLVANIA, WEST VIRGINIA, KENTUC 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
910 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








E. J. CHENEY AND CO. 


Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 




















ROBERT E. FOLEY 


Erecting Engiseer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


Binghamton, N. Y. 


48 Griswold St. 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisels—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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*American Appraisal Company, The 
American Coach & Body Co. 
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*Babcock & Wilcox Co., The 

Barber Gas Burner Company, The 

Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers 

Burroughs Adding Machine Co. .................::::0-0-0-0 13 
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Carpenter Manufacturing Company 
Carter, Earl L., Consulting Engineer .... 
Cheney, E. J. and Co., Engineers 


Chevrolet Motor Division of General Motors 
Sales Corp. 


Cities Service Petroleum Products 

Cleveland Trencher Company, The 
*Combustion Engineering Company, Inc. 
Connelly Iron Sponge & Governor Co. 
*Construction Machinery Company . 
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Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers. 
Dicke Tool Company, Inc. 
Ditto, Inc. 
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Edison Electric Institute 
Egry Register Company, The 
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*Ford Motor Company 
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Pittsburgh Equitable Meter Company 
Pittsburgh Plate Glass Company 
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Railway & Industrial Engineering Company ... 15 
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Ridge Tool Company, The 5 
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Sanderson & Porter, Engineers 

Sangamo Electric Company 

Sargent & Lundy, Engineers 

Silex Company, The 

Sloan & Cook, Consulting Engineers .... 
Sprague Meter Company, The 
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Westinghouse Electric & Mfg. Co. 
Wiegand, Edwin L., Company 
Wopat, J. W., Consulting Engineer .... 
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Customer Usage Data 


© At Lower Cost ein Less Time 
eWith Greater Accuracy 





Sa.) 


THE ONE-STEP METHOD 








OF BILL ANALYSIS 


R & § Bill Frequency Anslyser: developed for our Utility Rate Service. 
The kw.-hrse. billed are entered oa the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to an average of one-fifth of a cent per item, but have obtained 
monthly or annual bill-frequency tables in a few days instead of weeks and months. 





® Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 
. Utilities Division 


102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal Toronto 
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70S THIS SIZE 


.. couldn't use street space 


as efficiently as 


E ASKED our artist to. sketch some 

autos that would use as little street 
space per*passenger as a transit vehicle. He 
did some figuring and then made this picture 
of what looked to’ be the world’s smallest 
automobiles. But they’d have to be smaller 
yet to compete, because they’re. still ‘ bigger 
than a street-car seat. 


Modern, large transit vehicles seat from 40 
to 60 people. But the nation-wide average for 
the number of people carried in each ‘private 


PUBLIC TRANSIT 


auto is only 1.75. Traffic engineers figuret 
street cars, trolley coaches, and buses 
street space 12 and 15 times as efficiently 


do private autos. 


We’re not against the automobile. But! 
are convinced that increased use. the 
transit can greatly relieve traffic con 


What’s more, transit is one solution 2 
traffic problem that doesn’t cost taxpaye 
cent. General Electric, Scheriectady, N 





